





By purchasing 10 shares of stock of the leading companies in 10 
diversified industries, greater margin of safety is obtained than 
by purchasing 100 shares of any one issue. 
Adverse conditions may arise in which any industry might be 
affected, but it is unlikely that the ten industries would be affected 
simultaneously. 
Many advantages of trading in Odd Lots are explained in an 
interesting new booklet. 
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High Grade Securities 


—Deposited with a bank which acts as mitted to maintain high standards of 
Trustee. quality. 


—Supervised by men with broad experi = __Broad diversification — not ordinarily 
ence and ample sources of information. available except to investors of large 


—Carefully restricted substitutions per- means. 
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SAVE| 
$2.00 


Christmas 
Gift 


Make This a Book Christmas 
—For Others 


—For Yourself 


Never Before Offered 
at a Reduction 


The Businessman— 
Investor’s Library 





Four Volumes of Surpassing Interest and Usefulness 





Regular Price 


Special Christmas Offer 
Saving by Mailing Order Now 


$9.90 
6.90 


$3.00 





The editors of THE MAGAZINE 
OF WALL STREET have an un- 
rivalled opportunity for judging 
the needs of the men and women 
who face the task of managing 
their funds for income and profit, 
—no matter whether this means 
their first $500 or a great estate. 
If the average investor possessed 
the proper background of under- 
standing, many of the dilemmas 
which our subscribers bring to us 
would never have come about, and 





Written By Experts. 
Direct, Positive Help in Solv- 
ing Correctly Every Prob- 
lem Connected with Personal 
Investment and Finance. 


The Businessman — Investor's 
Library meets this need in a mas- 
terly way. ese four volumes - 
give exactly the knowledge of 
economics, market practices and 
methods of selecting and handling 
securities which every investor re- 
quires,—no matter whether he is 
a long-swing holder of bonds and 
stocks or a day-to-day operator. 
They are written in plain, business 
English, thoroughly _ illustrated, 
durably bound in flexible covers 








our readers would not have to 
spend time, effort and worry in attempting to retrieve 
money losses. 


stamped in gold, and are in every 
way a guide and an inspiration to independence and 
achievement. 








Apply the principles given in these four books to your own 
Investing and Trading and watch your profits GROW. 








Vol. 1: The Investor’s Dictionary 


487 Words and Expressions Clearly Defined. Includes every 
word or phrase used in security transactions,—such as “cumu- 
lative,” “rights,’’ “allotment,” “amortization,” “balance of 
trade,” “callable,” “first and refunding,” “good delivery,” “in- 
dex number,” etc., etc. The art of distinguishing exactly be- 
tween securities and concerning market operations, requires a 
clear idea of every item dealt with. is book sweeps away 
the vague notions which so often cause mis-steps. It clears 
up many points which have been feared because they were not 
understood, and meets the needs of every investor. 


Vol. 2: Necessary Business Economics for 
Successful Investment 


Tracing movements which began long before the days of te- 
‘corded history, this book sets forth the significance of such 
fundamentals as supply and demand, under-production and 
over-production, the effect of good and bad crops, the ebb 
and flow of credit, and similar factors which can be turned to 
good account by those who are wise enough to recognize the 
signs and take advantage of the trend. 


Vol. 3: Cardinal Investment Principles Upon 
Which Profits Depend 


Taking up the economic factors developed in the preceding 
volume, this book squarely faces the question of setting one’s 
own financial house in order. In short, making your plan and 
working your plan after it is made. For the man who is forced 
to confess that he has no clearly thought out schedule for the 
future, this volume will bridge many spots which could other- 
wise be covered only through costly experience, not to speak 
of the ever-present danger of disaster. 


Vol. 4: Principles of Security Trading for 


the Business Man 


There is nothing about the purchase or sale of securities which 
cannot be easily mastered by the average business man,—even 
though he is able to give the subject only incidental attention. 
The routine details are simple. But in no business must the 
rules be adhered to more closely. This book describes every 
step. It is at once a guide to the beginner and a source book 
for the experienced operator. 100% helpful. 




















These four books represent a fund of essential information which will be of 
tremendous help to the friend to whom you present them,.or to you personally. 
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‘Oe “Plans a 1928 


HE MAGAZINE OF 
WALL STREET, start- 
ing with January, 1928, 
will embark upon the 
most comprehensive pro- 
gram in its history. Ar- 
rangements have been made with 
leading authorities to cover the 
most important financial, indus- 
trial and business developments 
of the time. Both by way of 
scope and variety of the subject 
covered, we believe 1928 will set 
a new high-water mark in the 
editorial value of the publication. 
Our utmost effort will be ex- 
tended to afford the greatest 
practical assistance to investors 
and business men. 


ik * * 
Among the more important 


subjects covered will be the 
following : 


(1) Complete analyses of the 
position of leading industries, 
particularly those which are or 
will be in an uncertain position. 

(2) Separate analyses of cor- 
porations which are or will be at 
a turning point in their history. 

(3) Annual and semi-annual 
forecast of dividend possibilities 
of leading corporations. 

(4) <A special set of articles 
covering stockholders’ rights. 

(5) Ratings of Securities in 
Leading Industries. 

(6) Ratings of bonds, foreign 
and domestic. 

In view of the complexities 
which may threaten the com- 
placency of business men and in- 
vestors, special attention will be 
given the specific situations that 
will arise, thus giving effect to 
the greatest possible timeliness. 
In fact, the timeliness of articles 
to appear will be one of the out- 


standing features of our work. 

Among the important subjects 
to be covered in addition to those’ 
mentioned are the various vital 
phases of the money situation, in- 
ternational financial develop- 
ments, domestic issues of great 
importance, the efforts toward 
stabilization of great industries 
by the leading factors in these in- 
dustries, new scientific develop- 
ments having a practical bearing 
on the future of various types of 
business and many other subjects 
of equal importance. 

We believe the record of THE 
MAGAZINE OF WALL STREET in 
1927 has justified our hopes that 
the year about to close would 
mark the greatest constructive 
effort in the history of this pub- 
lication and we feel that our re- 
sults in the coming year will be 
of equal value to the individual 
subscriber or reader. 














How 50 “Specialty” Stocks Are Rated 


—a group of the leading miscellaneous stocks which do not fall 
within any of the standard classifications, such as rails, utilities, oils, 
mining and the like. Rather, these issues represent special industries 
and are in a class quite by themselves. It is among stocks of this 
type, however, that unusual profit opportunities are frequently un- 
covered. In this feature, we undertake to compare 50 of the leading 
issues. 
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Next 


What Is Wrong with Railroad Consolidation? 


—thus far the Interstate Commerce Commission, on the whole, 
has taken a negative standpoint in regard to projected mergers. This 
has thrown the entire railroad situation up into the air again. What 
the exact status is and what the investment possibilities are is ably 
discussed in this penetrating analysis. 


2. 











How the Market Acts in Presidential Years 

—in view of the 1928 elections, the position and outlook for the 
stock market takes on added significance. This article analyzes the 
action of the market in past Presidential years and draws conclusions 
as to future probabilities. 


3. 








Please See Special Announcement That Will Be of Very 
Great Interest to You on Page 275 
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25 Years of Investment Confidence 


HEN H. M. Byllesby and Company was organized in 1902 public utility securi- 
ties commanded but limited recognition from conservative investors. 

This organization, by devising and applying sound, progressive methods, has had a 
large share in advancing the status of utility investments and making them highly es- 
teemed by millions of citizens. 

The Byllesby organization is responsible for twelve groups of utility properties 
supplying service in 1338 communities, with a total population of 5,600,000 in 19 states. 
The assets of these properties are in excess of $974,000,000. 

Investors who have supplied capital—now numbering upwards of 260,000—for the 
development of this great group of utilities, have had their confidence in our organiza- 
tion fully rewarded. 

Our Bond Department maintains offices in ten principal cities 


to provide trustworthy service to investors. Inquiries on all 
investment subjects receive prompt and accurate attention. 


H. M. Byllesby and Co. 


INCORPORATE 


Investment Securities 
231 So. La Salle St., Chicago 111 Broadway, New York 


Boston Philadelphia Providence Detroit Minneapolis St. Paul Kansas City Des Moines 
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Dividend earned 17 times over— 


1. A high grade preferred stock of a Company 
which is the largest in its industry. 


Assets, not including Good Will, of over $600 
behind each share outstanding. 


3. A7%2% Preferred Stock, callable at 107!2, and 
selling currently at 103 yielding 7.25%. 





Further information upon request 


Bonner, Brooks & Co. 


120 Broadway 
New York 
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INVESTMENT & BUSINESS TREND 


Recent Developments 


Indicate Substantial 


Forward Move in Business to Be in the Making— 
Position and Prospects of Security Markets 


HE unsettlement which took place in 
the stock market during the month of 
Prac October inevitably centered atten- 
@..4)| tion on the underlying business sit- 
cu uatfon. During the decline, the 
press commented on the progressive 
reduction in earning power of corporations 
due to lower prices and smaller production 
and offered this as the reason for the weak- 
ness of the market. Market commentators 
took this up and the preponderance of bear- 
ish utterance gave rise to a growing impres- 
sion among the public that business was on 
the verge of a serious reaction. As a matter 
of fact, the situation to which many ob- 
servers referred is by no means new. Com- 
modity prices have been declining for almost 
two years, with the exception of farm prices 
which have had their periods of alternate 
strength and weakness. The margin of 
profit has likewise been shrinking for some 
time, though the past few months have 
especially emphasized the _ situation. 
Actually, almost the entire year of 1927, with 
possibly the first quarter as an exception, has 
proved irregular and in the case of some in- 
dustries, decidedly reactionary. Individual 
groups of securities have reflected this sit- 
uation in a series of declines which have 
been of some duration. 


* * * 


The question, however, is whether their 
regular conditions which have been rather 
marked this year will continue or whether 
they merely mark a temporary situation to 


be overcome in the near future. Events of 
the past few weeks tend strongly to confirm 
the latter possibility. Not only are there 
clear indications of a recovery from the busi- 
ness lassitude of last summer and autumn 
but the outlook now seems to favor a spirited 
increase in demand to a point which will 
probably speed up production to a basis com- 
parable with the most active period of 1926, 
admittedly a decidedly prosperous year. By 
far the most important symptom of im- 
provement in business conditions is the real 
increase in farm income, particularly in the 
Northwest which for years has been one of 
the weakest sections of the country, eco- 
nomically speaking. The importance of the 
great improvement in the general buying 
power: of the Northwest cannot be over- 
emphasized for it has opened up a fertile 
field for the sale of manufactured products. 
There seems little doubt that firms doing 
business in that part of the country will find 
themselves occupied in filling orders on a 
larger scale than during any period since the 
war. The South, too, as a result of a gen- 
erally improved cotton situation is likely to 
fare better than last year. Of course, the 
South is no longer dependent on cotton to 
the former extent, nevertheless, the added 
revenue from that source this year should 
tend to stimulate business in that section. 


* * * 
Turning to the basic industries, one finds 


a sustained volume of construction, several 
percent lower perhaps than in the several 
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preceding years, nevertheless of ample ex- 
tent to assure a sustained demand for build- 
ing materials and labor. Funds for new 
construction are in abundance at low rates, 
and as long as this condition prevails, there 
need be little fear of a substantial falling 
off in new construction. 

The steel industry shows definite signs of 
improvement after a fairly long period of 
relative dullness. It is confidently expected 
that automobile production in 1928 will come 
close to breaking all previous records if, in- 
deed, these figures are not exceeded. Special 
industries such as farm and electrical equip- 
ment, shoe and leather manufacturing, tire, 
chemicals and others are preparing for a 
rising volume of demand. Petroleum, metal 
and sugar industries are expected to be on a 
more profitable basis. 


* * * 


As a result of continued high consumption 
during a period of lowered production, the 
volume of supplies on hand have shrunk thus 
bringing about a strong statistical position 
in many industries. The recent successful 
attempt to raise steel prices is merely the re- 
sult of an impoverished supply in the hands 
of consumers with the result that the price 
advance forced them to release their buying 
orders. Such a condition is rather generally 
typical, the inventory situation being quite 
sound. 

Behind these symptoms of improvement, 
of course, is the vital factor of continued 
ease in credit conditions. Banking reserves 
and those of individual corporations are very 
strong today with a lending power that is 
not generally appreciated. Furthermore, 
the credit excesses of 1925 and 1926, due in 
large part to the instalment plan of financ- 
ing then so largely being abused, have been 
replaced by more conservative methods of 
consumer financing with the result that a 
potential danger spot has been eliminated. 
Furthermore, the speculative element in real 
estate has to a large extent been reduced 
and the possibilities are stronger than in sev- 
eral years for a strengthening of the credit 
basis of real estate mortgage companies. 

Looking back over the year 1927, it is not 
difficult to perceive that it has marked a 
period of interlude between two long periods 
of prosperity, one which ended in 1926 and 
the other about to be ushered in. Barring 
any unforseeable events, such as wars or 
other catastrophes, it is to be expected that 
the next year will provide ample opportunity 
for business expansion. Furthermore, there 
seems a possibility for a gentle increase in 
commodity prices sufficient to exert a bene- 
ficial influence on profits. 


On the security side, the influence of low 
money rates may be expected to work to the 
advantage of investment securities. The 
bond market seems in a strong position and 
may be expected to give a good account of 
itself as long as the money situation remains 
as favorable as it is today. The stock mar- 
ket as discussed in our last issue offers a 
problem of individual selection. Neverthe- 
less, attention may be centered on the rail- 
road, petroleum, steel, chemical and mining 
shares. These five great groups of stocks 
seem in a position, particularly the railroad 
shares, to advance to higher levels. Both as 
to volume of transactions and price, coming 
markets are likely to break old records. To 
put it plainly, the stock market seems on the 
verge of a new period of expansion in which 
investment issues are likely to give as good 
account of themselves as during any period 
in the past few years. While the investor 
must obey the fundamental precept of dis- 
crimination in his stock purchases, he may 
nevertheless rest content that the basic eco- 
nomic situation of the country is still sound 
and evidently slated for improvement dur- 
ing the next few months. 


* * * 


MARKET " HILE the above 
PROSPECT \ refers to the 

broader out- 
look for securities, the present technical 
position of the market forms a_ study 
of rather special interest. Under the 
impetus of an impressive buying move- 
ment centering mainly on the so-called spe- 
cialty stocks, prices of the latter have been 
marked up with rather’ extraordinary 
celerity. Conditions have changed so radi- 
cally from the declining market of October, 
that several hundred separate issues have 
been enabled to make new high prices for 
the year, some for all time. This remark- 
able rebound in market sentiment has found 
as yet no counterpart in actual business con- 
ditions but is due in part to the continued 
ease in money and its availability for pool 
operations and a considerably strengthened 
internal position. From the present mo- 
mentum behind the market, it seems likely 
that further progress will be made on the 
upside before the end of the year. In the 
meantime, the only disquieting technical 
feature is the relative sluggishness of the 
leading stocks. This time, it appears they 
are likely to follow the special issues rather 
than lead them. In itself, this would form 
a precedent of more than usual interest. 

Monday, November 28, 1927. 
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By THEODORE M. KNAPPEN 





HE political and economic weather is unusually favorable 
for the development of a great crop of would-be laws and 
speeches, spoken or unspoken, that would solve all our prob- 
lems and dispel all our ill. As usual in the long session of 
Congress, records will be made for the approaching elections, 
especially as 1928 is a presidential year. Individual con- 
gressional records are commonly scored for back-home con- 
sumption—at least so the makers of those records think—by allotment 
of points for bills proposed, speeches made, bills reported out and— 
rarely—for legislation achieved. A speechless member may attain 
fame as deep because silent but a bill-less member is a luckless one. 
Moreover, the era of political good-will and inertia now begins to give 
signs of waning, revolt begins to stir, the radicals begin to yearn to be 
radical once more. We are probably approaching another period when 
those who would right all wrongs and solve all economic problems by 
“be it enacted” formulas will be loudly vocal, though not soon effective. 














Points of Interest 


Business is not so good as it was, this profitless prosperity is getting 
on the nerves of the home-folks. It’s worse in feeling than in fact, 
this busy business and no profits. But feelings are more prolific 
brooders of discontent than statistics—they’re warmer. The home- 
town merchants are getting a little hot under the collar about chain 
stores and chain everything—and their congressmen know it. Not- 
withstanding a general intellectual acceptance of big business there 
is undeniably a recrudescence of the old apprehension that political 
liberty is in danger of becoming a hollow shell alongside a solid in- 
dustrial obligarchy. The horrid front of the new ogre of oligarchy is 
to be found in the rapid concentration of control of prime-moving 
power and public utilities. Twenty years ago the popular menace was 
the railways; they’ve been bound and hog-tied these many years, and 
now it’s power that threatens to devour the people. 

Farm relief is coming back to the 70th Congress with a louder bellow, 

- more fury and more force than ever. A bit of market relief has only 
made the political farmers more than ever for governmental relief. 

Unrest is taking many other forms. Yet, there is something 
diaphanous about this unrest. It is sulky and talks at times of hell- 
roaring revolt, and yet it is really timid. The spirit of not monkey- 
ing with the precession seems to have calmed the humors of the fore- 
most reformers by bills. The touch of profitless prosperity may per- 
haps have had a sobering effect all along the line. Nobody really 
wants to start anything that might-have a depressing if not shocking 
effect on business—and face the consequences next fall of responsibility 
for a pronounced setback to business. 

Opposing this unrest, which isn’t quite certain about being more 
unrestful, is the most powerful and best organized opposition that 
business has ever put into the legislative arena. The conservatives 
are standing shoulder to shoulder, and their slogan is—“Let us alone.” 
A dubious contest impends. The leaders who finally attend to what- 
ever is done frankly admit that they have hardly a guess as to what 
will be done about anything. 

One subject may be noted, however, as an exception. This is taxes. 
They will be reduced—but, say the leaders, probably not much. The 
little that is to be achieved will be especially interesting, however, to the 

business world since most, probably practically all, will apply to a single 
© Westingkbuse Lemp Co. : item, the tax on corporation income. For once, all the leaders of the old 
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‘*Stop Insanity Wher- 


ever It Breaks Out”’ 
(The Regular Republican Forecast) 
By Rep. Martin B. Madden, Chicago 


Chairman of the All-Powerful Committee 
on Approprications 





JIRST, we are going to insist on 
{| continuance of the rigid pro- 
gram of economy which has been 
pursued since the war. Much has 
been done but still more can be 
done. 

Second we are going to reduce taxes, 
perhaps not as much as some people 
hope, but materially. The main item 
of reduction will be the tax on the in- 
comes of corporations. 
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insanity wherever it breaks out. It will 
crop out as usual no doubt at this ses- 
sion, perhaps not as violently as at some 
former times, but we hope to head it off 
and avoid any harm from it. 

We are going to keep appropria- 
tions within reasonable bounds and 
wherever 

possible 

we are 
going to 
stem the 

tide of 


(Please turn 
to page 
291) 
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parties are “for the corporations,” which received scarcely 
any consideration when former post-war tax reduction bills 
were being framed. In fact, the income tax on corpora- 
tions is 1% heavier than when war expenditures were at 
their height, and the yield from that source now actually 
totals nearly double its highest war emergency peak! 
Superficially, it might seem inconsistent that corporations 
are to get relief when there are symptons of stirring re- 
volt against corporate power. But the legislators have 
learned that all business is becoming corporate. The con- 
gressman has heard from the investor, who demands 
equality of taxation with the partner and the personal 
business man. Corporation income taxation is too easy 


.picking for Congress to go the whole just way to equality 


but the stockholder will get the bulk of taxation revision 
relief. He will come in for benefits via tax reduction rang- 
ing from $150,000,000 to $250,000,000, but the sum probably 
will be somewhere between. The corporation income rate 
will be cut at least from 13% to probably 11%, and there 
is a strong pull to make it 10. 


Not Much Leeway for Other Cuts 


When enough is done to make a fair showing on that 
score there isn’t apt to be much remaining leeway for other 
cuts. The Treasury Department, supported by the Presi- 
dent and “regular” Republican leaders in Congress, place 
the minimum total tax slash that can be made safely at 
$225,000.000. This despite a Treasury surplus of more 
than $600,000,000 at the end of last year and another of a 
half billion or more in prospect for this year. Past sur- 
pluses—totalling since the war about two billions of dollars 
—have aided mightily in reducing the war debt and in whit- 
tling down the carrying cost of the portion of the debt still 
owed. The Treasury has no fear that similar timely use 
cannot be made of surpluses which may accrue in the 
future—as it no doubt hopes they will accrue. Uncle Andy 
Mellon still adheres to the old-time financial business 
maxim that the best use of money is to pay debts. 

But the cost of government is going up again, and, bar- 
ring recessions of a revolutionary kind, it never again will be 
less than now. Congress at this session will add consider- 
ably to it. Schemes to control the turbulent Mississippi 
River and develop the power of the mighty Colorado in- 
volve large outlays. 

There are insistent demands in Congress, however, for 
tax reductions varying from $300,000,000 to $500,000,000. 
The sincerity of the demanders may be passed on after their 
proposals involving new expenditures is better known. In 
the opinion of those Congressional leaders who will control 
in the end, the cut in taxes cannot exceed the treasury 
estimate of what may be done. 

But—to keep it from looking like an outright and ex- 
clusive corporation-relief measure, if for no other reason— 
the pending tax reduction bill will be made to comprehend 
more than a cutting of the corporation income tax. There 
is rampant demand for repeal of the remaining 3% tax on 
the pleasure type of motor vehicle. It may be granted. 
The amusement taxes may be again reduced, or repealed 
entirely. 

The bitterest set-to will be over the Federal estate or 
inheritance tax; now a new brand of impost, being pri- 
marily a coercive measure. It is passing out of the 
sphere which calls for consideration as a federal reve- 
nue producer. The demand is for its retention as a whip 
to lure the states to penalize inherited wealth. Since 
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deductions from federal estate taxes can be made of 80% 
of the same kind of taxes paid to the States, the State gov- 
ernments must levy inheritance taxes or toss perfectly good 
tax money into the Federal Treasury. This is an orienta- 
tion that involves so many complexities and is so productive 
of impassioned views that Congress isn’t likely to find time 
at this session to solve the problem by doing more than 
leave the status quo alone. 

The tariff looms mildly as a subject of Congressional 
attention. The next tussle over this, the oldest dispute 
anent taxes, may have been drawn perceptibly nearer by 
the suggestion of the Commission on Farm Relief that 
tariff duties be lowered for the benefit of agriculture. But 
if anything of that kind is done, the sponsors of it must 
move to victory over the breathless form of Senator Reed 
Smoot of Utah, who, as chairman of the Senate Committee 
on Finance is in position to block almost any proposal that 
is athwart the principle of high protection. The mainte- 
nance of that principle is the prime passion of the hardest- 
working and most obdurate member of Congress. More- 
over, the pending presidential campaign is, insofar as 
tinkering with the tariff at this time goes, an insuperable 
restraining influence. 


Farm Relief Again 


The farm relief question, which from almost every point 
of proposed attack, is a problem of business as much as 
of agriculture, is as much beclouded by group envies, class 
hatred and dogmatic theory as it has been since the agri- 
cultural crisis arose a half dozen years ago.. Congress 
stands ready to make large authorizations of funds for the 
help of the farmers; who, insofar as they are articulate, 
want a good deal more than that. It is not unlikely that 
President Coolidge will find it necessary again to veto the 
so-called McNary-Haugen plan, or something similar; for 
the personal and party politics of the situation impels Con- 
gress to do something for the farmers. And, barring tariff 
reduction, there isn’t much else that Congress can do by 
way of something having the appearance of immediate 
help. The farm problem seems to be moving towards a 
reference to the country in the campaign of next year. 

One of the most certain of prospects is legislation for 
flood control in the Mississippi Valley, a subject so newly 
to the front in its present form that no deep-running cross- 
purposes have developed around it, as will happen if there 
is long delay in disposing of it. Sound engineering advice, 
such as that given by Secretary Hoover and the army en- 
gineers, is apt to govern what is done. 

Uncertainty much confounded attends practically all 
other problems before Congress. Viewed from an all- 
embracing standpoint, probably the biggest one, certainly 
the most turgid one, has to do with power. 

Here’s the beginning of a tug-of-war that is likely to go 
on for a long time, and be a repetition in many respects of 
the now half-century old one that has to do with railway 
transportation. Electric power with its allies now take on 
the attributes of an industrial and financial 
giant second only to the one represented by the 
steam railways. It now has a declared embassy 
at the seat of government. In handsome rooms, 
in one of the new office buildings there, the Joint 
Committee of the National Utility Associations 
has opened a Washington establishment—for 
“cooperation,” say its managers, with Congress 
and the Government. 

This impressive committee represents the Nat. 

(Please turn to page 262) 


for DECEMBER 82, 1927 


FRIAR AF AI AF AI Ft ef 
a 


Neutral With Respect 
to Business 


(A Democratic Forecast of Congress) 


By Sen. T. H. Caraway of Arkansas 
SIDE from taxes, | doubt if Con- 


gress at this session will deal in 

important extent with any sub- 

ject of big interest in a national 

way to business, says U. S. Sen- 

ator T. H. Caraway, of Arkan- 
sas, one of the leaders on the Democratic 
side in the Senate. ‘“Hydro-electric 
power may be an exception, but even 
this isn’t likely to be dealt with compre- 
hensively. We all hope, of course, that 
a final disposition will be made of the 
Muscle Shoals establishment; and in dis- 
posing of it Congress may give indication 
of a future policy towards the power 
industry in general. A big issue in the 
Muscle Shoals question is government 
operation. Many Western members are 
for this but most Souhtern Senators and 


Representatives in Congress, I believe, 
(Please turn to 
page 291) 
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Sending of Dwight Morrow to Social- 
istic Mexico a Daring Move—Will It 
Improve Relations? — Companies 


with Investments in Mexico. 


By E. D. KING 


Ambassador Morrow 


partner of J. P. Morgan, as Ambassador to Mexico, 

to succeed James R. Sheffield, he executed one of the 
most daring diplomatic moves in recent American history. 
Mexico, or at least, its more important cities, is a hot- 
bed of socialist politics. For about a generation, it has been 
a battlefield of contending forces. For the last ten years 
virtually, it has been controlled by men of faintly disguised 
socialistic leanings and on some occasions, such as the 
present, by unqualified socialists. 

Dwight Morrow, as his recent connection with the house 
of J. P. Morgan and company would signify, represents the 
conservative element in American financial life. His selec- 
tion as Ambassador to a socialist government, therefore, at 
least smacks of the highly unconventional. 


W oa President Coolidge selected Dwight Morrow, 


With all due regard for his predecessors 
and their conscientious efforts to establish 
a more harmonious relationship between 
the two countries, it cannot be said that they have had much 
success. It is only a year ago that all diplomatic corre- 
spondence was broken off by Mr. Coolidge. In the mean- 
time, the Mexican Government has established itself more 
firmly than ever in the control of a country with forty mil- 
lions of people and untold natural resources, a large part 
of which represents investments by other nations, prin- 
cipally the United States. 

The sending of Mr. Morrow has created immense interest 
and has elicited the natural query as to whether a man of 
his conservative antecedents can succeed where others have 
failed. The event will prove the wisdom of the act and until 
Mr. Morrow has been given the opportunity to work out 
his plans for the betterment of the present strained rela- 
tionship between the two nations, opinion as to the outcome, 
out of decency, must be deferred. 

The natural anxiety of the President to restore harmony 
between us and our Southern neighbor may in part be ex- 
plained by the vast extent of our investments in that coun- 
try. There are various sets of figures but one most com- 
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Tangled 


Relations 


President Calles 


monly accepted places American investments in Mexico at 
over one and a half billion dollars. This represents prin- 
cipally the property of a number of quite large American 
corporations, of which a partial list is given on the opposite 
page. While controlled in most cases by important Ameri- 
can financial interests, these properties through share 
ownership are also a matter of great concern to tens of 
thousands, if not more, of American individuals. 

The criticism has been made that in selecting Mr. Mor- 
row, a “Morgan man,” as Ambassador, the President has 
been actuated mainly by the motive of sending someone to 
collect our financial obligations from that country. In re- 
sponse to this, it is pointed out that in line with: American 
tradition of the highest type, Mr. Morrow has resigned from 
his Morgan partnership and has eliminated any other finan- 
cial interest which might prejudice him in the prosecution 
of his new duties. 

It is important to note that the President, who had other 
considerations in mind undoubtedly than the mere stabiliza- 
tion of American financial interests in Mexico, must have had 
cognizance of the great experience of the House of Morgan 
in Mexican affairs. It is only several years ago that Mr. 
Thomas Lamont, one of the most widely known of the 
Morgan firm, was entrusted with the mission of adjusting 
the question of payment by Mexico on her government 
bonds. That this step was by no means a failure may he 
suggested from the fact that whereas previously for a num- 
ber of years, interest payments on these bonds had been 
suspended, they have since been resumed in part and have 
been irregularly maintained. 


Benefiting In any event, it has been the business of 
Pn the Morgan firm to come to as close an un- 
rE E derstanding of Mexican affairs as possible 
xperience and it may be assumed, Mr. Morrow in 
large part has profited from the experi- 

ence of his firm. It is then undoubtedly the hope of Mr. 


Coolidge that in sending a man of great experience in 


Mexican as well as other large financial problems, he has 
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taken at least a logical step not only in protecting Ameri- 
can financial interests in Mexico but in reestablishing the 
old friendly relations between the two countries. 

Mr. Morrow’s appointment, of course, must be confirmed 
by the Senate but the President may take his time about 
sending the new Ambassador’s name up for constitutional 
approval. In the meantime, Mr. Morrow will have had 
some reasonable opportunity to convince skeptical Ameri- 
cans that at least there may be a reasonable basis for ex- 
pecting a definite unraveling of the Mexican tangle. 


By a fortuitous circumstance, just 
several weeks after the appointment of 
Mr. Morrow, it was announced that the 
S.preme Court of Mexico had upheld the appeal of the 
Mexican Petroleum Corporation which had protested the 
ay plication of the famous Section XXVII of the new Mexi- 
eon Constitution. American investors, of course, are quite 
femiliar with the recent history of the Mexican Govern- 
mont’s attitude toward foreign oil companies, particularly 
American oil companies operating in Mexico. Due to the 
new law, oil operations of foreign companies operating in 
Mexico and which have not complied with the Mexican 
ruling on oil properties, have been compelled to suspend in 
many cases. The more enlightened attitude, however, of 
the Mexican Supreme Court, which, it may be assumed, 
will be maintained in similar cases on appeal, may serve to 
clarify the oil situation without further diplomatic efforts 
toward intercession. 

In this respect, the position of the new Ambassador, at 
least tentatively, is basically sounder than that of his pred- 
ecessor since it would seem that American interests may 
rely on fair play from the highest Mexican tribunal. 


4 Fortunate 
[evelopment 


Of even greater consequence than the dis- 
pute over oil operations, is the question of 
political stability of Mexico. Recent at- 
tempts toward revolution, while quickly suppressed by the 
authorities, indicate, nevertheless, an undercurrent of in- 
ternal dissatisfaction with the present policies of the Mexi- 
can Government. Its policy regarding the Catholic Church 
may have made it more enemies than friends at home, 
though to be sure ameliorative measures in regard to land 
holdings by the people of the soil, have served to some ex- 


Political 
Conditions 


tent to allay the natural resentment of the 
illiterate masses. 

From the purely American viewpoint, it 
is essential that political conditions in 
Mexico be settled in short order. There is 
an undoubted prejudice existing in Mexico 
toward Americans, which is fairly deep- 
rooted. This has made the operations of —— 
American companies in Mexico by no means Sapo 
easy and in many cases very costly. Until internal con- 
ditions become genuinely peaceful and until American citizens 
are regarded with more favor by the Mexicans, it is not 
clear how American companies and business interests are to 
be able to operate with a minimum of friction. 


This, then, is the supreme task of the new 

Ambassador, to solve in some way the 
problem of restoring better feeling be- 
tween the two countries. The government in Washington 
is realizing, perhaps, more keenly than ever before the vital 
importance of cultivating the friendship of Latin-Ameri- 
cans. It is admitted that in a number of cases our diplo- 
matic policies in regard to Mexico and South America, in 
general, have not produced the happiest results. European 
competition threatens to make inroads in what should be 
one of our most prolific fields for trade, and European 
nations may enter the markets of Mexico and South 


South 
America 


_ America without the handicap under which we labor of 


what may frankly be called a definite unpopularity with 
the masses of Latin Americans. 

It is fortunate, however, that the government should be 
recognizing the implications of this situation and should 
be making efforts toward its rectification. The sending of 
Mr. Morrow to Mexico City is merely one manifestation of 
the more progressive policies of the government in regard 
to its Latin-American problem. In the meantime, ‘there is 
reason to hope for a change in conditions which will ulti- 
mately resolve itself into a friendly and harmonious un- 
a between the people of the North and those of the 
South. 

One of the first results of a successful understandng with 
Mexico would be restoration of confidence in the position 
and outlook for representative American companies which 
operate in that country. Earnings would be improved in 

(Please turn to page 292) 
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Ratings of Stocks of Companies With 
Investments in Mexico 
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Mailhions at Stake on Pending 


Insurance Reforms 


Lower Life Insurance Costs Urged to Increase Investment Return 


stop the first fifty people who cross 

Forty-second Street at Times Square 
tomorrow noon and ask their impres- 
sion of the trend of life insurance 
costs, he would undoubtedly find~that 
the general impression is that the cost 
of insurance is decreasing. That the 
layman should have this impression is 
perfectly natural and reasonable, for 
many of the companies have reduced 
their rates within recent years; others 
have increased their dividends, which 
amounts to the same thing. 

Yet, it is a fact that the general 
trend of life insurance real costs is 
upward, not downward. In any discus- 
sion of life insurance costs, one is con- 
fronted with the apparent paradox, that 
while insurance rates per thousand dol- 
lars of insurance taken out is lower 
than in past years, the real cost of life 
insurance is actually increasing. The 
basis of the calculation of insurance 
costs, shown in the chart below, is the 
percentage of “company expense” to 
mean life insurance in force. This 
pictures the upward trend of real life 
insurance costs. 


[’ some Inquiring Reporter were to 


No Saving From Huge Growth 


The trend shown is contrary to what 
one ordinarily would expect from the 
tremendous rate of growth in life in- 
surance sales during this period. For, 
instead of a narrowing ratio of cost to 
the insured as the business expands, 
one actually sees that the years when 
life insurance sales have taken the 
greatest jumps, costs have increased in 
a similar proportion, contrary to the 
usual notion of 


By ARTHUR M. LEINBACH 


try. From the standpoint of the fifty 
million or more holders of life insur- 
ance policies, it is even more impor- 
tant, for here life insurance repre- 
sents a potential, even though un- 
earned “community estate” of some 
seventy-three billion dollars in the life 
insurance contracts in force at present. 

Within the life insurance fraternity, 
there is a good deal of discussion about 
this increasing cost at the present time. 
So far, this has not influenced its de- 
sirability to the public to any -extent 
that one can point to, for, as indicated 
in a previous paragraph, life insurance 
sales are mounting in leaps and bounds 
and show no indication of not continu- 
ing to grow in the future. . The reason 
for this, of course, is very obvious. 
No one really knows the cost of life 
insurance, except the few thousand ac- 
tuaries, connected with the various 
companies and the company officials to 
whom they render their reports. 

The real cost of life insurance is 


the total of the various items of com-: 


pany expense—known familiarly in the 
life insurance fraternity as the expense 
“loading” on premiums. 

All other disbursements made by the 
companies year in and year out go to 
policyholders in one form or another; 
death claims, dividends, endowments, 
payment of surrender values or build- 
ing up additional protection for policy- 
holders in the carefully invested legal 
reserves. But the expense checks, 
when they leave the treasurer’s office, 
are “gone forever” as far as the fifty 
million holders of insurance policies 
are concerned. And this expense, per 


thousand dollars of insurance in force 
is increasing. 

And this is what the foresighted 
leaders in the life insurance profession 
are concerning themselves with at 
present. Not so long ago, a confer- 
ence of life insurance men was held 
at Dallas, Texas, where various topics 
involving the general interest and wel- 
fare of life insurance were up for dis- 
cussion. 


Should Costs Be Lowered? 


One of the foremost company officials 
in the life insurance business made a 
very able address at this conference 
on a subject that no doubt many of his 
hearers had turned over in their minds 
many times before. He expressed the 
conviction that life insurance costs 
should and could be lowered—should 
be lowered for the good of the business 
and could be lowered if the buyers of 
life insurance contracts would do their 
share to help to eliminate waste and 
capital losses that cost the policyholder 
money and gain the companies nothing. 

Since that time, the subject has been 
widely discussed by insurance men. 
The writer has talked with a number 
of representative insurance men, elicit- 
ing such divergent points of view as 
might be expected from actuaries to 
the field men; and, from company ex- 
ecutives to the company agents. No 
attempt is made here to report any 
consensus of opinion. Suffice it to say 
that within the life insurance busi- 
ness, sentiment is divided. 

The thought has commanded such 
wide attention that it is not improb- 
able that some- 
thing may come of 





lowering costs 





with increasing 
sales, that has be- 
come a sort of an 
axiom in American 
business life. 

And in the face 
of a general down- 
ward trend of liv- 
ing costs during 
the past few years, 
insurance costs 
stand out conspicu- 150 
ously as an ex- 
ception of consid- 125 
erable importance. : 
It is important be- 
cause it represents 1.00 
a total of over ten 
billion dollars in 5 
the invested legal 
reserves of the life 
insurance compa- 
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it, at least to the 
extent that comes 
within the scope 
of the life insur- 
ance men them- 
selves. But as in- 
timated before 
their scope is lim- 
ited. Life insur- 
ance rates are de- 
termined on a 
mathematical 
basis. This pro- 
tection is sold to- 
day for what it 
cost. If it were 
sold for less it 
would not be real 
protection. Wheth- 
er life insurance 
can be made to 
cost less in the fu- 
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very large extent upon the attitude of 
the millions of men and women who 
buy life insurance, as well as the atti- 
tude of the companies concerning costs. 

This publication is read regularly by 
the largest group of moneyed men 
reached by any financial or banking 
publication in the world. And while 
the nation’s 2,624 million dollar an- 
nual life insurance bill is being dis- 
cussed “from the inside,” it is an 
opportune time to outline to the 
layman, the “mysterious” whys 
and wherefores of life insur- 
ance costs. It is in this 
spirit that this article has 
been prepared. Lest these 
paragraphs be misinter- 
preted as a critique, let us 
state before entering fur- 
ther into the discussion 
that life insurance is pro- 
vided for the protection of 
the American people today 
on the fairest and sound- 
est basis that the many 
thousands: of honest and 
capable men in the profession 
have it in their power to do so. 

The current consideration on 
life insurance costs referred to 
here has been crystallized to a 
large measure by an address de- 
livered by William Montgomery be- 
fore the American Life Convention 
which he chose to give the title, 
“Can the Cost of Life Insurance Be 
Reduced?” Mr. Montgomery is the 


president of one of the oldest fraternal 
insurance associations in the United 


States, operating at present as a mu- 
tual old line legal reserve company, 
controlled by its policyholders and of- 
fering the lowest participating: rates 
of any legal reserve company in the 
country to a limited membership. He 
enjoys an enviable reputation in the 
life insurance business as a thorough 
student of insurance. 


“For the Good of the Business” 


In calling the attention of his fellow 
life insurance officials to the matter of 
costs, Mr. Montgomery views the prob- 
lem purely and simply from the ‘stand- 
point of mutual advantage to the life 
insurance business and the public at 
large. The following, quoted from an 
authentic recerd of his address, typi- 
fies his attituie and the basis of the 
discussion now current: 

“Every progressive business in the 
land is today analyzing itself to see if 
economies of management cannot be 
effected; if waste cannot be eliminated ; 
if production cannot be increased with- 
out additional cost; that both the busi- 
ness and the public may benefit. there- 
by. 
vIn this commendable endeavor, 
seemingly no stone has been left un- 
turned, no avenue unexplored... . 
[But] Have the life insurance compa- 
nies kept pace with this great move- 
ment? Have they assayed every item 
of expense and explored every avenue 
of cost? Have they analyzed their 
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business methods from the standpoint 
of waste to see if they can reduce the 
cost to the consumer? 

“There is a well defined feeling all 
over the land, a feeling that is increas- 
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How the Insurance Dollar is Spent 


ing in volume and intensity, that the 


‘cost of life insurance can and should 


be reduced. This feeling is not to be 
wondered at. Many of the companies 
have reached a size that staggers the 
imagination and the business increases 
at a rate undreamed of a few years 
ago. Reservoirs of wealth that the 
human mind cannot grasp have been 
accumulated and, from the inherent 
nature of the business, must accumu- 
late even more rapidly with each suc- 
ceeding year.... If these accumula- 
tions do not point the way to economy 
of management and reduction in cost, 
will not the people naturally ask, ‘To 
what purpose is their accumulation? 
What real benefit are they to the pub- 
lic, so far as cost is concerned?’” 

The figures of life insurance costs, 
which Mr. Montgomery quotes to his 
fellow life insurance officials as repre- 
senting the real cost of life insurance, 


planation incomplete or imperfect, for 
the very reason that it is not prepared 
by an actuary, it probably will be un- 
derstood by the layman. 

If, for instance, one grasps the idea 
that life insurance costs are based pri- 
marily on three factors, i. e., mortality 
cost, investment income of the reserve 

portion of the premium and company 

expenses, then all of what follows 

will be much more easily under- 

stood than the usual discussicn 

of life insurance agents with 

prospective clients. The 

writer has frequently heard 

the statement made by 

agency men (and un- 

doubtedly many of his 

readers have heard the 

same claim) that life in- 

surance costs nothing. 

Furthermore, the agen's 

then sits down and proves 

with figures that it cost 

nothing under certain 

prescribed conditions and 

over a period of years. The 

claim, of. course, is nonsense 

pure and simple. All insurance 

settlements are paid out of the 

premiums and the principal ard 

reinvested income from that por- 

tion of the premium that is invested 
in legal reserves. 

In order to avoid laying too much 
or too little stress on the particular 
figures of any one or any group of 
companies, let us look to the statements 
of all of the leading companies and 
review some of the aggregate figures 
shown in these reports. Rather com- 
prehensive figures of income and ex- 
penditure for the year ended December 
31, 1926, for 322 of the leading ordi- 
nary life companies and industrial com- 
panies are now available. This group 
has about 102 million individual poli- 
cies outstanding representing some 73 
billion dollars’ worth of life insurance 
in force. Last year these companics 
collected some 2.6 billion dollars in pre- 
miums from policyholders. In addition 
they received a total of 582.8 million 
dollars in dividends and interest from 
investments. Including returns in rents 
and other receipts, the total income 
received by these companies last year 
was 3,330 million dollars. What these 
companies did with this stupendous 
sum is worth recording. 


are the same figures which are used ~ 


here and plotted on an accompanying 
chart. 

Much of the discussion which is 
now going on in insurance circles, 
and a good deal of the address itself 
which precipitated this discussion is 
couched in technical terms. For this 
reason little of the address will be 
quoted here. But to make the discus- 
sion comprehensive to the layman, an 
explanation appears on page 225 of 
how insurance rates are calculated and 
how they are put to use for the benefit 
of the policyholders. The author is 
not a life insurance man, and analyzes 
life insurance costs from the point of 
view of one layman to another. While 
company actuaries may call the ex- 


How 3% Billion Was Spent 


About one-third or 1,206 million dol- 
lars went into the reserves required by 
law to insure payment of the new in- 
surance in force, together with the sur- 
pluses that the companies set up to 
further fortify their ability to meet 
all claims of policyholders as they may 
become due. This left 2,134 million 
dollars to be spent by the companies 
during the year. The layman usually 
holds the impression that most of the 
disbursements of a life insurance com- 
pany go to pay death losses, matured 
endowments, annuities and disability 
benefits. These items are the insur- 
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ance benefits that most of us think is 
the “it” of the life insurance business. 
Yet death losses last year for all these 
companies took only 569 million dollars. 
All insurance benefits, including death 
losses, endowments, disability, etc., 
amounted to less than 625 million dol- 
lars or only a little more than half of 
amount left over after building up suit- 
able protection for insurance in force 
and less than one-fifth of the total in- 
come received. 

Tie largest single item of disburse- 
menis is company expenses; agents’ 
commission, salaries, medical fees, taxes 
and other company overhead which to- 
taled 750.5 million dollars—a good deal 
more than the total disbursements in 
insurance benefits. This is one of the 
item: that is now being discussed in 
connection with attention currently be- 
ing centered on life insurance costs. 

O! this more later. There is an- 
other important item that has much to 
do vith present insurance costs to the 
policyholder; this is the item of policy 
lapses and surrenders which totaled 
over 269 million dollars last year. It 
is in this direction that the attitude of 
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insurance buyers comes to bear on pres- 
ent and future insurance costs. Due 
to liberal allowances made on surrend- 
ers and lapses, they are at best of no 
profit to the companies or remaining 
policyholders, in addition to represent- 
ing a diminution of business that is 
costly to replace. 


A $360,000,000 Overcharge 


There is still one item of some 360 
million dollars that remains to com- 
plete our description of the disburse- 
ments of life insurance company in- 
come last year. This is the amount of 
dividends returned to policyholders by 
the mutual companies. The present 
method of charging more than a rea- 
sonable expectancy of what is needed 
and returning what is left over has de- 
prived policyholders last year of the use 
of this 360 million dollars and the in- 
come that they might have obtained had 
they not been required to pay out this 
“over-charge.” Is it now being ques- 
tioned by some foresighted insurance 
men whether this practice actually adds 
to the safety of insurance in force, in 
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How Life Insurance Rates Are Determined 


view of the fact that it i. retained for 
one year only. The fact that this 
same group of companies had surpluses 
of over 120 million dollars on hand as 
“extra protection” over and above the 
liberal policy reserves as required by 
law, also leads to some doubt concern- 
ing the “necessity” of over payments. 

A summary of the above figures is 
shown graphically elsewhere on these 
pages. Here again the figures give a 
“picture” of how one’s insurance dollars 
are spent by life insurance companies 
—not an exact mathematical study, of 
course, but essentially a true picture. 
But lest the objection be raised that 
merely one year’s figures do not show 
the true experience of company expendi- 
tures and the relation of such expendi- 
tures to the advantages obtained by 
holders of insurance policies, a more 
exact mathematical study will be pre- 
sented below. 

It must be granted at once that over 
a period of thirty years the experience 
of the leading companies represents an 
entirely fair illustration of just what 
benefits policyholders get from their 

(Please turn to page 299) 
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loading” in 
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be, will serve 
to illustrate 
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in determining insurance rates, at assumed amounts. 

It will be seen that this premium is based on three 
factors; an assumed mortality rate, an assumed rate of 
interest to be earned, and an assumed expense rate. The 
mortality tables used by the insurance companies are 
usually old ones that show a higher mortality than the 
companies actually experience. The income earned on 
investments is now higher than the percentages usually 
used in calculating rates. In the case of the mutual com- 
panies (whose premiums are higher than non-participating 
companies) the saving from these items is returned to the 
policyholders each year in the form of dividends. Any 
savings in assumed expense is also returned in dividends. 

The above explanation refers primarily to Ordinary Life 
rates, which is a contract whereby the policyholder pays 
a premium each year until he dies. But should he pay a 
higher amount, his premium provides a larger contribution 
to the policy reserve. When this reserve represents a sum 
sufficient to pay mortality costs, without adding a premium 
payment each year, the policy becomes a Paid-Up policy. 
In a Twenty Payment Policy, the rate is set high enough 
so that the policy becomes fully paid up after twenty an- 
nual payments. In a similar way, when the policy reserve 
equals the full amount for which the policyholder is in- 
sured, the policy automatically matures. While in a sense 
every policy is an endowment if a sufficient number of 
premium are paid, policies known as Endowment policies 
can be made to mature at any time by fixing the rate 
high enough so that the reserve of the policy value equals 
the face value at the time desired. 
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policy holders must pay enough each year to meet this 
theoretical death cost of the group. As the yearly death 
rate increases rapidly at the advanced ages, it would be 
-xpected that every year one’s insurance premiums would 
increase correspondingly to the rising death cost. 

In order to avoid a sliding premium scale, however, and 
to provide instead a level premium rate, a higher amount 
than the actual mortality cost is charged in the early years. 
This “extra amount” in effect is held by the company in 
trust for the policyholder and invested at compound in- 
terest so as to meet the higher mortality cost in later years 
without advancing the rate to the insured. This extra 
amount belongs to the policyholder and represents the 
“investment value” of the policy—also known as cash value; 
loan value, or surrender value. 

The line designated as the Mathematical Premium is 
placed sufficiently high so that the Contribution to Reserves 
in the earlier years, with the compound interest it earns 
when invested with the legal reserves of the company is 
just exactly enough to meet the expected mortality cost 
at the time the policy is taken out. The interest to be 
earned is usually calculated at 3% or 4 per cent. As the 
mortality cost increases each year, the amount of the 
Mathematical Premium that is devoted to the policy re- 
serve decreases until finally the investment reserve is 
sufficient (together with annual premiums) to meet the 
expected mortality cost. To the Mathematical Premium, 
is added an arbitrary amount to reimburse the company 
for its ordinary expenses and commissions; the sum of 
these two amounts representing the actual premium that 
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Americas Long Purse in 1928 


The Fundamental Problem of the Present Economic 
Situation and a Striking Solution of the Difficulty 


By H. B. BROUGHAM* 


underlying economic situation in the United States is that the Govern- 


tr of the astonishing facts brought out in this remarkable analysis of the 


ment by pursuing a policy of debt elimination, under the conditions which 

have prevailed during the past several years, has unconsciously been making for 

price deflation. Perhaps in this fact may be found the reason for the declin- 
ing prices of recent times. 


T is now less than a year to the close of the Presidential 
campaign of 1928. 


the educated business sense of the community advanced to 
the point of leaving the management of the “business cycle” 
to non-partisan business heads and advisers of the govern- 
ment? 

Fair weather, bumper crops and‘ other dispensations of 
Providence making for prosperity have traditionally been 
seized upon by the politicians as reasons for continuance in 
power. Contrariwise, “calamity howlers” have tried to up- 
set the administration by making it responsible for floods 
and famines. Will the good old custom be followed next 
year? 

In his latest message acquainting Congress of the state 
of the nation the President sounded the keynote of pros- 
perity. But Mr. Coolidge has his challengers within his 
own party. The rift in the Republican ranks, visible in the 
candidacy of former Governor Lowden, reveals in support 


of a Progressive candidate the economic discontent of mil- 


lions who live in rural territory. 
Against “Standpatism” 


On their side, of course, the National Democratic strate- 
gists are busily shaping their appeals for 1928 in behalf 
of this manifestation of inter-sectional discontent. Indeed, 
the issues of the World Court and of American Imperialism 
may have small influence on the Presidential campaign com- 
pared with the domestic issue of economic adjustment. If 
the benefits of present comparative prosperity can be spread 
to the whole people with assurance that it will be continued, 
it may be expected that the present administration will 
claim the credit for a large share of it. 

But there is the insurgent Senator Capper of Kansas, who 
predicts that the business men of the West are preparing 
to rise with the farmers against any manifestation of 
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Will the Long Purse and the Full 
Dinner Pail serve as slogans in that campaign, or has 




















“standpatism.” 
government and the universities responsible for their failure 
to plan distribution of the nation’s goods so that “the happi- 
ness and well-being of the average man and woman shall 
be steadily advanced.” Even from the President’s cabinet, 
James J. Davis, Secretary of Labor, observes with dismay 
that notwithstanding the growth of ten million in popula- 
tion since 1919, “our factories are supplying the needs of 
the entire nation with seven per cent fewer workers.” In 
his Labor Day speech, Secretary Davis, asked: 

“Is automatic machinery, driven by limitless power, go- 
ing to leave on our hands a state of chronic and increas- 
ing unemployment? Is the machine that turns out wealth 
also going to create poverty? Is it going to give us a class 
of the permanently jobless? Is prosperity. going to double 
back on itself and bring in distress? 

In like strain, Owen D. Young, of the General Electric 
Company, deplored, in a recent address at Harvard, the 
failure of modern business—not, be it observed, the failure 
of politics—to solve the problem of unemployment. This 
business failure Mr. Young called the “greatest economic 
blot on our capitalistic system.” “If we learn how to adjust 
production to our consumptive needs,” he declared, we can 
go on without alternate booms and depressions, increasing 
production and enjoying its benefits. 

Doubtless because Mr. Young champions such views, ¢x- 
Secretary of the Treasury, Carter Glass, has “boomed” him 
for the Presidency. Whether nominated or not, it might 
be expected that Mr. Young would never stand for a past 
prosperity attained by providential chance. His platform 
is that of generally enlightened business, for the permanent 
abolition of “hard times” according to sound economic prin- 
ciples, in behalf of both the rural and industrial halves of 
the nation. This already forms a dominant issue that has 
no dependence on politics, for the solution of which the con- 


* Executive Secretary of the Pollak Foundation for Economic Research. 
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servative East and the disaffected West might well join 
in non-partisan endeavor. 


Issue of “Underconsumption” 


It is in the field not of politics but of applied business 
principles that the theory of the “underconsumption” school 
challenges boldly the fundamentals of the present pros- 
perity of the East, declaring that it can be permanently 
maintained and extended only by definite changes in 
national policy. If this doctrine prevails, the precedent of 
the old-time political Dinner Pail campaigns may lapse. 

Yet tradition dies hard. On the record of great com- 
parative gains in well-being during the two administrations 
of President Coolidge, the Republicans have lively hopes of 
again Sweeping into power. In both his latest annual mes- 
sage and in more recent pronouncements, Mr. Coolidge 
notes the “perfectly astonishing result of a reduction in the 
index-price of commodities and an increase in the index- 
rate of wages.”” We have secured, the President adds, a 
“lowering of the cost to produce and a raising of the ability 
to consume. Prosperity resulting from the causes,” he con- 
tinues, “rests on the securest foundations. It gathers 
strength from its own progress.” 

Mr. Young and those who believe with him that the prob- 
lem of adjusting production to consumptive needs must be 
solved in a business way, might be expected to question this 
statement. They might ask what assurance the President 
has that a genuine prosperity has visited the whole country, 
or that it will be secure and lasting. 


Recent Gains in Real Earnings 


The Republican leaders are free to reply by extolling the 
record of recent economic gains. It is true that during the 
past six years the nation has experienced a greater increase 
in physical productivity and in real earnings—that is, an 
increase in the amounts of goods which the average wage 
would buy—than during any similar period of industrial 
progress. 

Within the past five years the average productivity per 
worker in the factories of the nation has increased by one- 
third, as contrasted with the twenty-year period from 1899 
to 1919, during which the average worker’s productivity had 
gained only 4%, or one twenty-fifth! 

This is taking into account the productivity of both cleri- 
cal and manual workers, which for two-thirds of a genera- 
tion had increased at the average rate of only one-fifth of 
1% a year. Then productivity suddenly leaped to an in- 


crease of 7% a year, or thirty-five-fold the yearly increase 
achieved during the two decades subsequent to the second 
McKinley campaign! 

Yet that was a “campaign of prosperity,” which started 
with the workmen’s parade at Youngstown, Ohio, that 
jubilantly hauled a mammoth dinner pail typifying uni- 
versal well-being and satisfaction with a Republican regime. 
With how much greater plausibility the Republicans now 
“point with pride” to the present-day industrial record. 

Coupled with this recent increase in physical output, is 
the finding by the National Bureau of Economic Research 
that the average income per person gainfully employed in 
the United States has risen above $2,000, and that this in- 
come will buy 36% more in goods than the average income 
of 1921. 

It is small wonder, in the face of such a record, that 
William Allen White, after a visit to the White House, 
should describe Mr. Coolidge as waxing “mystical” about 
the degree of prosperity that has come to the nation under 
his administration. 


Missing—Two Million Workers 


But Paul H. Douglas, whose exhaustive studies of “Real 
Wages” are about to be published by the Pollak Foundation 
for Economic Research, sustains Secretary of Labor Davis, 
in his statement that since 1919 a decrease of 7% has oc- 
curred in workers employed, notwithstanding the popula- 
tion has grown by 12%. It is apparent, Professor Douglas 
declares, that there “are well over two million workers, who 
are not employed in manufacturing, agriculture, or railroad 
transportation, whose industrial whereabouts are unknown.” 

Whither have these two million workers gone? . 

No doubt many of them are employed in garages and 
filling stations or in highway building, on which the public 
last year spent well over a billion dollars. But making all 
allowances, Professor Douglas reports, from evidence pre- 
pared by public employment agencies and charitable organi- 
zations, that a “rather high percentage of unemployment 
and of short-time in the country” prevails. 


Commercial Failures, Falling Prices 


’ Then there is the persistent decline in the general price 

level of commodities. To offset this, either production must 

continue to be vastly cheapened per unit of output, or a scal- 

ing down of profits and wages will become imperative. The 

records of increased commercial failures during 1927 show 
(Please turn to page 280) 
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NE of the most startling transformations that has 
come over the habit of thought of investors is their 
growing immunity to such an important influence as 

the yield on stocks. Except for inexperienced investors or 
those actuated solely by desire for income, it is doubtful if 
the yield on stocks, most particularly that on investment 
stocks, plays any important role in the decision of the 
modern buyer of stocks. 

To understand this on face baffling situation, it is neces- 
sary to understand the psychology of the present-day skilled 
purchaser of stocks. Whereas in former days, yield on a 
stock was a very important consideration in its purchase, 
today this consideration has given way to a large extent 
to the desire for capital enhancement. In other words, 
investors are much less interested in present or even, in 
many cases, eventual dividend possibilities than they are 
in the probability of an enhancement in the equity value 
of their stocks. 


Varieties of The investor may receive the a 

© tan® ° of his company’s prosperity in severa 
Distribution different ways: First, he may receive 
it in the form of straight cash dividends, increased from 
time to time in the judgment of the directors; second, he 
may receive it by way of part cash and part stock divi- 
dends, or, what amounts to the same thing, part cash and 
part a split-up of the shares; third, he may receive either 
one or both of the above mentioned, including a cash re- 
turn, but in addition valuable subscription privileges or 
“rights” tu subscribe to new stock at an attractive figure; 
or fourth, he may receive any one or all of these benefits 
(or none at all) and or a steady rise in the market value 
of his stocks. 

Now the point is, it can make very little difference to the 
investor whether he receives his rewards through cash 
dividends, stock dividends, “rights” or in a plain ordinary 
market advance in his stock. That the actual cash return 
or the equivalent in dividends means little in the determina- 
tion of experienced investors is shown by the extremely 
small yields available on stocks which they are accustomed 
to buying such, for example, as Woolworth, General Elec- 
tric, Atchison, Reading and others of the high-priced 
investment stocks. 

The public has been educated over the past few years 
to believe that a progressive increase in the earnings of 
a company will be reflected at least proportionately in the 
market value of its stock. Thus, they feel that if the in- 
come of a company doubles in a period of several years, 
its stock will at least double in value during that period. 


228 


Curiously enough, the fact that a company may pay out 
only a small part of its increasing earnings in dividenis is 
construed as a bullish factor of great importance. Take 
two companies, both of which have averaged $8 per siiare 
in earnings over the past four years. Each has paid $3 per 
share in dividends for the first two years of this period. 
Company “A” increases its dividends to $4 and then to 
$6. Company “B” continues to pay $3 in dividends. The 
chances are almost certain, other things being equal, that 
by the end of the four-year period the stock of company 
“B” will be selling materially higher than the stock of com- 
pany “A” though the dividends of the latter are twice as 
high as those of the former. 

The reason for this is that the nearer the rate of divi- 
dend to the earnings, the less the opportunity for the com- 
pany to compound its earnings by satisfactorily investing 
its surplus. A company which has paid out the greater 
share of its earnings in the form of dividends has to that 
extent forfeited its opportunity to expand its business. Only 
in certain types of business such as, particularly, mining 
and oil, may a company pay out a very considerable share 
of its earnings in dividends for here, with natural exhaus- 
tion of physical assets, the investor is entitled to an im- 
mediate return on his investment in proportion to the risk 
of ultimate exhaustion of the mine or well. But in manv- 
facturing industries, or in service industries, such as rail- 
road, shipping and public utility, the fact that a company 
may be paying out a larger dividend does not necessarily 
vouchsafe a high price for the stock. If an unusually large 
percentage of earnings is eliminated through process of 
dividend payment, the probabilities are that the skilled in- 
vestor will not be so enthusiastic about its future as if a 
fairly large part of earnings were withheld for improving 
the company’s position. 


The Vital The reader must remember in estimating 
Factor future market probabilities that the most 

important consideration of all is the capac- 
ity of the company to increase its earnings. If a sufficient- 
ly large surplus of earnings has been saved through «on- 
servative dividend payments, the company is in a superior 
position to expand its activities and thus its earnings. When 
it is clearly ascertainable that the limit of progress of a 
company has been reached, the investor is entitled to re- 
ceive the greater part of any earnings that may be avail- 
able. Until that time, he should prefer to cash dividends 
that type of management which will assure the company 
the opportunity to grow. 
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This is the essential factor behind the continued advance 
in the stocks of the most powerful corporations. Under no 
circumstances could the tremendous advances in the price 
of many of these securities be explained on the ground 
of cash dividend return or the equivalent. But the fact 
that by withholding dividends these companies have either 
been in a position to expand their business and thus create 
new opportunities for income or that they have “piled up” 
impressive surpluses available for distribution in one form 
or another, is the answer to the high prices of many in- 
vestment stocks. 

Hence, the point which is taken into greatest considera- 
tion by the market, or, what amounts to the same thing, 
experienced buyers of securities, is the future capacity of 
a ccmmpany to earn money. In other words, the prospective 
earnings of a company are what determine market price, 
and dividends have very little to do with it. This can be 
checsed up by comparing the figures given in the accom- 
pan:ing table. Practically without exception the stocks 
offering the highest yields are those of uncertain earning 
power or where there is little margin between earnings and 
dividends, and the lowest yields are those of greatest earn- 
ing power. 


Now, it has always been true, in a general 
way, that earnings or some such special 
factors as a very large surplus or equity 
rather than dividends have influenced skilful buying of 
stocks. The difference between former times and the pres- 
ent day consists of the tremendous emphasis placed on earn- 
ings, an emphasis so keen that it has virtually obliterated 
dividends as a real market factor. Over a period of years, 
investors have learned that their companies can earn more 
with surplus earnings than they could if the same earnings 
were disbursed in the form of dividends. Of course, the 
ultimate object of a stock investment is to secure a return 
but if the “return” is in the form of enhancement in the 
price of the stock rather than in actual cash dividends, the 
investor rightly feels that he has little of which to com- 
plain. 

In other words, the attitude of present-day investors is 
one of keen interest in stock price possibilities and a sub- 
ordinate interest in dividends. Nor is this as speculative 
as it sounds. As between an individual investor and a com- 
pany, guided by capable management, the chances are that 
the latter will be able to earn more with an investor’s 
money than he will be able to do for himself, unless he 
actually goes into business for himself. Since this type 
of management is what produces a progressive increase in 
the value of a stock, the investor always has available to him 
an immediate means of converting this added value into 
cash, through the simple medium of selling the stock in the 
market. Hence, as many investors feel today, they prefer 
to secure their return through enhancement in capital value 
than through the ordinary course of dividend payments. 

The basis, then, on which stocks have been advanced to a 
point where they offer minute yields is clearly understand- 
able as resulting from a situation in which company earnings 
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Dividend Price 
OE ay - res 235 
Woolworth, F, W. .... 195 
Amer, Radiator 
Consol, Gas 
Montana Power 
Youngstown 8, & T.... 
Amer. Sugar 
Studebaker 


$4. 
Dividend 
Atlantic Refining 
Columbian Carbon .... 
Chic, & North 
Westinghouse Elec. ... 


Yield 
(%) 
2.1 
2.5 
3.6 
4,4 
4.9 
6.0 
6.9 
8.9 
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How Yields Compare on Representative Stocks 





have been allowed to compound at a rapid rate through in- 
vestment in new properties or expansion of business. This, at 
least, is the theory on which purchases of such stocks as 
National Biscuit, Woolworth, American Can, General Elec- 
tric, and others of the same type, are made, and accounts 
for the fact that the high prices of these stocks holds no 
terrors for the investor who has made up his mind that 
companies of this type are destined over a long period of 
years to continue adding to their business, and, hence, to 
their profits. 


A Vicious With this view there can be no quarrel. 
Circle However, resulting in part from this newer 
attitude of investors and in part from the 
protracted ease in money rates over the past few years, 
there has arisen a conception of market values which seems 
bound inevitably to reap a drastic penalty. Reference is 
made to the degree to which investors have been accustomed 
to ignoring the yield factor. Arguing first that the pros- 
pect for higher stock prices warrants low yields and second 
that low yields on investment stocks indicate developments 
which would warrant higher stock prices, they have argued 
themselves into a vicious circle of reasoning, so much so 
that reduced to its essence, the conclusion would be that 
the higher the price of an investment stock the greater the 
guarantee of still higher prices. Hence, investors of less 
than necessary experience have been going about making 
selections of stocks offering exceptionally low yields on the 
theory that the stocks must advance if the yield is low. 

Naturally, this type of reasoning has facilitated the 
marking up of stocks of less than real investment value to 
a point where they have matched investment issues from 
the viewpoint of low yield. While there is an obvious justi- 
fication, in many cases at least, for investment stocks to 
sell at a low yield basis, it does not follow that all stocks 
yielding small returns are investment issues. Hence, the 
mere fact that a stock is yielding a small percentage may 
not be taken as an index of real value. 

The converse is also true. Now that the public has been 
taught that a yield of considerably more than average in- 
dicates a degree of risk, there has been an almost total 
elimination of high-yielding stocks from consideration, 
at least so far as the more capable types of investors are 
concerned. This will explain why issues yielding 6, 7 and 
8% have been, on the whole, neglected by investors though 
the earnings of their companies may be showing satis- 
factory progress. 

It is clear, then, that the public is swinging a bit too far 
in its ideas on security values. Granted an originally justi- 
fiable argument in favor of sound stocks yielding low re- 
turns, they have stretched this argument to indicate a high 
degree of value for all stocks offering low yields. Also, 
from the originally sound argument that high yields indi- 
cate danger, they have developed this point to include all 
stocks which offer high yields. The first theory may be 
resultful of loss in the case of issues which are offering 
low yields, and the second may result in sacrificing oppor- 
tunities in the case of stocks giving large yields. 


2. 0. G.%, PostectectectecMecMec, 
OOOOH 909000 0000.8 


°, 
e 


o, .%, 
Saad 


.%, 4%, 
O 


oe, 


° 


2, 
° 


oo, 


2, 
° 


oe, 


°, 
° 


$7 

Dividend Price 
Baldwin Loco, ........ 250 
Pac, Tel. & Tel 
U. 8. Steel 
Southern Rwy. 
Ill, Central 
Tobacco Prod. 
Equit, 0. Bldg 
Consolidated Cigar .... 


$6 

Dividend 
Case Threshing Mach.. 278 
Int’l Silver 
Int’l Tel, & Tel 
Union Carbide & C.... 140 
Southern Pacific 
Mack Truck 
Calumet & Ariz 
Stewart-Warner 


Yield 
(%) 
2.8 
4.7 
4.8 
5.0 
5.2 
6.7 
7.6 
9.0 


Yield 
(%) 
2.1 
3.0 
3.9 
4.3 
4.9 
5.9 
6.5 
8.3 
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How to Use the Guide’ 


>A @|S the year draws to a close, it is customary for clever business men not 

WN only to take stock of their assets and liabilities but to examine closely 

| into the reasons for the past year’s successes and failures. After careful 

! consideration of all the factors affecting their business, retaining the 

strong features and casting aside the weak, they place themselves in a 

Gs vastly improved position to enter the new year with confidence in an- 

other successful record. The investor will find it profitable to follow this method, 

carefully examining his list of security holdings, and making the necessary ad- 

justments even though this may amount to a confession that his past selections 
were not all that could have been desired. 


eK 


It is among the purposes of this reinvestment section to afford investors an 
opportunity to size up their own holdings with those recommended by our 
Staff. The securities here presented have been selected with great care as to 
actual intrinsic value and future possibilities. So far as is humanly possible to 
predict in advance, we believe the selections are sound. 


HOR 


They have been divided into the various leading groups of securities with 
suitable comment calculated to give readers a quick but comprehensive view of 
the actual position and outlook of each group. The tables include only sound in- 
vestments but in each case consideration has been given to the possible profit 
element. Not a single issue has been recommended which, in the estimation of 
the editors, fails to hold forth promise of an eventual appreciation in price. 


OK 


The recommendations have been especially adapted to year-end reinvest- 
ment requirements and investors with funds ready to be employed should find 
these securities of pertinent and immediate interest. They may also be utilized 
by investors who at present have no funds to invest but who may find it desirable 
to switch any of their present holdings into those recommended in this section. 
Practically all the securities listed herein represent seasoned issues with a long 
and satisfactory record. They comprehend in the main, the desirable combina- 
tion of security of principal and income, ready marketability, and possibilities 
for price enhancement, though the extent of the latter, of course, depends on 
the nature of the security recommended. Each investor will find in this set 
of recommendations, securities ideally adapted to his own specific purpose. 


*Reprinted from the December 4th issue of 1926. 
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Financial Stocks 


ANK stocks have been traditionally profitable investments for long term 
retention. The investment return has been realized in their growth of 
value, however, rather than in the immediate income payable in cash 
dividends. For a true measure of investment advantage in banks stocks, 
therefore, the inherent growth in value is an important consideration. 

7*}| Especially during the past ten years, the enhancement in market values, 

vers reflected the growth in income producing resources of the large metro- 
politan institutions and the piling up of book values in growing surpluses. 
Capitalization of such accounts through stock dividends have added to the value 
of the holdings of the investors who include bank stocks among their invest- 
ments. Capital increases, providing valuable rights to shareholders, has been an- 
other source of profit. Substantial market appreciation during the year, reflect- 
ing these benefits, is such that future growth in market values will probably be 
slower from this point than during the past sixteen months. 


Be oss 


NSURANCE stocks have moved in sympathy with bank stocks throughout 
the year but their price gains have not been in the same proportion. While the 
insurance companies, like the banks are profiting from their growth in capital 

assets, there are other factors which tend to place their shares in strong posi- 
tion. The fire insurance companies, which enjoy the greatest investment atten- 
tion, seem likely to have a record year in 1927 from the standpoint of per share 
earnings of most of the companies. Improved underwriting methods and effec- 
tive fire prevention campaigns are important contributions to this trend. Fol- 
lowing years of unprecedented growth in volume of business, it may be said that 
these companies have never been so strongly situated as at present. 


Bos 


Bank Stocks 


Bid Yieid 
Name Price (%) REMARKS 
a : The country’s second largest banking institution. Pres- 
Chase National 3.10 ent dividend earned by margin which does not reflect 
present amount of resources. 2 
” Resources grew from 93 million in 1916 to around 300 
Chatham & Phoenix J 3.03 million, Pays a $16 dividend which is earned by a 
ae margin of around $8 a share, _ 
Well managed institution with conservative loan poli- 
Corn Exchange 3.3] cies and operating extensive branch banking system. 
Earned $25 a share, Eas 
* Sale of new stock added 4 million to surplus, Showing 
Empire Trust 3.61 increasing earnings from Trust department, One of the 
smaller banks, but showing encouraging growth. 
: 2.04 Recently increased capitalization from 6 to 8 million 
z dollars, offering valuable rights to shareholders, Earned 
Seaboard $38 a share on old stock, 
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Insurance Stocks 





i aes Has liquidating value of $310 per share. — Pays a divi- 

American Alliance 3.64 dend of $16 per annum which is earned by a margin of 
$20 a share, ee 

Directors propose to increase capitalization and pay 
5 A 50% stock dividend and reduce shares to $10 par value 
Continental Fire DAA paying $2 a share on new stock, Equal to $7.50 div. 

on present stock. in 

One of the oldest and most successful fire insurance 

companies in the country. Organized an indemnity sub- 
3.20 sidiary this year. Stock has not advanced with the 

market, 

Conservative dividend policy holds down price of shares, 
1.90 Current price only $20 above liquidating value, Earns 

$28 a share, 

Head of the so-called ‘‘Home Fleet’’ of auxiliary com- 
3.72 panies which was joined by Maryland Casualty this 

Fall. Has 50-year dividend record. 

Member of ‘‘America Fore’’ group. headed by Con- 
2.42 tinental, Earnings equal to around $18 a share on $25 

par value stock. _ 
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Corporate Bonds 


Railroads 


AILROAD bonds as a group continue to at- 
tain new peak levels notwithstanding an ap- 
preciable let-down in the average earnings 

for 1927 as compared to last year. This fact 
serves to illustrate the widespread recognition ac- 
corded the fundamental strength in this class of 
securities, regained through much diligent effort 
on the part of the carriers along the lines of 
greater operating efficiency, and assisted by lower 
material costs together with a satisfactory vol- 
ume of business. The point has been reached 
where the ability to obtain railroad bonds of the 
highest type on anything like a 5% yield basis is out of the question. Junior 
issues which not long ago had a pronounced speculative flavor are now rapidly 
approaching an investment standing, and it is necessary at present to pick and 
choose with the greatest care among the secondary group, if an adequate re- 
turn in the railroad field for purposes of reinvestment is to be provided. The 
appended list has been selected with a view to these requirements. 















































Public Utilities 
UBLIC utility bonds have participated to an 
increasing extent in the general strength in 
5 PUBLIC UTILITY f bond prices. The merits of senior securities 
. were for a time somewhat obscured by the enor- 
mous popularity of utility common stocks when 
it was realized that the industry was definitely 
emerging from the difficulties previously en- 
countered and was facing an era of unprece- 
a) ee dented prosperity, with the outlook for steady 
—.— growth supported by a high degree of stability 
‘4 and governmental regulation of a more construc- 
tive order. The debenture bond has been a favor- 
ite form of public utility financing, in many cases funded debt being confined to 
this type of issue: without mortgage security but usually having the benefit of 
restrictive provisions. Debentures of strong companies with unquestioned 
earning power appear to offer the best investment opportunities among pub- 
lic utilities under present conditions, and a number of them have been included 
in the accompanying selections. : 








Industrials 


N seeking industrial bonds for reinvestment, 
an even greater measure of discrimination is 
essential, for inherent stability of earning 
power in the industrial field, except in specific 
instances, is absent, and so many of the strongest 
companies have no funded debt whatever, that the 
scope of selection, as far as those companies of 
~Yield basis - unquestioned standing are concerned, is some- 
ater te what more restricted. Industrial bonds have fol- 
— rs lowed the general trend sufficiently so that there 
are virtually no bargains among issues of the 
} j highest quality. An attempt has been made to 
select bonds which, while not quite gilt-edge, are at the same time more in- 
fluenced by conditions in the bond market than by variations in individual 
earnings. 





























THE MAGAZINE OF WALL STR 








Railroad Bonds 





Issue Price 


Yield to 
Maturity 


COMMENT 





Central Arkansas & Eastern.... 99 
ist 5s, 1940 


5.1 


Secured by first mortgage on entire property of small 
road, and guaranteed principal and interest by St. 
Louis Southwestern whose earnings, while currently 
below normal, are on sound basis. 





Chesapeake Corp. ............100 


Coll. Tr. 5s, 1947 


5.0 


Secured by pledge of majority of Chesapeake & Ohio 
common stock outstanding, latter on $10 dividend basis 
and earning around 2% times that figure, Convertible 
into pledged shares in 7 years. 





Chicago, Milwaukee & St. Paul..104 


Secured 6s, 1934 


5.3 


One of senior and undisturbed obligations of road in 
process of reorganization, Secured by pledge of ample 
margin of General 5s, which in turn are first lien on 
over 6,000 miles, 





Minn., St. Paul & S. S. Marie... 91 


Ist Cons. 4s, 1938 


5.1 


Guaranteed as to interest by Canadian Pacific. Secured 
by mortgage on all property, leaseholds, etc., and first 
lien on substantial mileage. Well protected by earn- 
ings, 





Missouri Pacific General ...... 81 


4s, 1975 


5.1 


General lien on entire property subject to large amount 
of prior liens, Junior issue, but has acquired definite 
investment standing through great strides in road’s 
earning power, 





Norfolk Southern ............. 96 


Ist & Refs 5s, 1961 


5.2 


Junior issue of one of smaller southern roads, but out- 
standing in moderate amount and secured on equipment 
and collateral as well as by mortgage. Increasing mar- 
gin of earnings, 





Northern Pacific ..............115 


Ref. & Impr. 6s, 2047 


5.2 


Secured by direct or collateral lien on 7,000 miles of 
road. Wide margin of earnings over interest charges. 
Unusually attractive yield because callable at 110, but 
not until 1936, 








Public Utility Bonds 





Columbia Gas & Electric...... 99 
Deb. 5s, 1952 


5.1 


Major portion of relatively small funded debt of one 
of leading public utility holding companies. Interest 
earned about 7 times. No mortgage security, but pro- 
tected against future mortgages, 





Detroit Edison .108 


ist & Ref. 6s, 1940 


5.1 


High type issue of public utility operating company in 
strong position, Earning power stable and ample to 
protect interest charges, First mortgage on one plant, 
general mortgage on all property. 





Hudson & Man. 2193 


Adj. Inc. 5s, 1957 


Although junior issue subject to prior liens, is rapidly 
achieving investment standing through inherent stabil- 
ity and growth in conjunction with adequate rates of 
fare. 





Hone Star’ Gas. 2 ciccce-es . 99 
5s, 1942 


Only funded debt of prosperous natural gas producer 
and distributor in Texas. No mortgage security, but 
creation of future mortgages restricted. Earnings 
stable and growing. 





Massachusetts Gas . 
54s, 1946 


Issue of prominent and old established utility operating 
through subsidiaries in and around Boston. Preceded 
by no mortgage obligations and must rank equally with 
any future mortgages, 





National Power & Light 


Deb. 6s, 2026 


Long-term issue of one of group of public utility hold- 
ing companies supervised by Electric Bond & Share. 
Attractive by reason of great margin of safety and 
growth in earnings, 





North American Edison .... 
Deb. 5s, 1957 


Issue of sub-holding company for extensive system con- 
trolled by North American Co. Probable price advance 
incident to early conversion privilege offsets somewhat 
low yield. 





Industrial Bonds 





Allis-Chalmers Mfg. .... . 100 


Deb. 5s, 1937 


5.0 


Represents recent creation of funded debt for sole pur- 
pose of effecting savings through elimination of pre- 
ferred stock, Unusual stability and very wide margin 
of earnings. 





Amer. Type Founders . 
6s, 1940 


5.3 


Established business owning largest type founding plant 
in world, Interest earned over 4 times, No mortgage 
security, but must rank equally with any future mort- 
gage of assets. 





Bethlehem Steel ..... 


Cons. 6s, 1947 


5.6 


Ranks second in size in steel industry. Bonds secured 
on practically all plants as well as on stock collateral 
of subsidiaries, Subject to prior liens, but interest 
well safeguarded, 





Chile Copper ....... 


Deb. 5s, 1947 


5.4 


Controlled by Anaconda, company featured by huge ore 
reserves and extremely low cost copper production. In- 
terest charges on bonds only moderate fraction of nor- 
mal earning power, 





International Paper 
Ref. 6s, 1955 


5.7 


Secured on all fixed assets subject to prior liens. Good 
margin of safety in earnings, which are being supple- 
mented year by year as great expansion program nears 
completion, 





Shell Union Oil .... 


Deb. 5s, 1947 


5.1 


No mortgage security, but there are virtually no prior 
obligations and issue is protected as to future mort- 
gages, Interest charges only small fraction of cus- 
tomary earnings, 





Schuleo ... 


Ser. B 6'%s, 1946 


er 


Secured by mortgage on important New York City real 
estate leased to Schulte Retail Stores, which guarantees 
issue as to principal, interest and sinking fund. Guar- 
anteeing company in strong position. 
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Corporate Stocks 
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Railroads 


HE bull market in railroad securities has con- 
tinued throughout 1927 but with some 
tendency toward increased irregularity, 

growing out of variations in the earnings state- 
ments of the individual carriers. The peak of 
railroad prosperity for recent years was reached, 
_ at least temporarily, in 1926. Revenues this year, 
20 RAILROAD STOCKS in the aggregate, have been falling short of the 
very gratifying showing of the preceding twelve 
months owing to the many cross currents of in- 
dustry and the slower pace of trade. These 
variations are quite naturally reflected in like 
unevenness of railroad income when comparisons are made between the several 
roads. The position of the investment rail stocks remains fundamentally sound, 
however. In fact, some of the roads, despite the rather general falling off in traf- 
fic, are bettering even their excellent 1926 showing. Opportunities for profitable 
investment are more likely to be found among these than among the main body 
of rail stocks where dividend yields have settled more closely to a level in confor- 
mity with present day money market prospects. 


DOW JONES 








Industrials 


Y reason of the wide variety of industries em- 

acon braced within the industrial group, it is use- 
vISTPIAN AON less, if not altogether impractical, to treat 
this class of stocks as a whole. Particularly un- 
der present day business and market conditions 








#190 +20 INDUSTRIAL STOCKS 


does it become necessary to examine each security 
from the standpoint of its individual merits and 
prospects equally as much as from the viewpoint 
of the position of the specific line of activity with 
which it is identified. In a broad sense, the 1926 
bull market in the industrials has continued 
throughout the current year with some interrup- 
tion of a technical nature. Yet, despite the buoyancy of the speculative market 
leaders, numerous stocks have settled to new low levels. The market has thus 
been sharply discriminatory, a characteristic which it seems likely to preserve 
indefinitely. 








Public Utilities 


HE public utility industry has given another 

demonstration of inherent stability during 

° i samc UTES the past year. Thus, while frequent com- 
plaints of small profit margins and intense com- 

petition are voiced by manufacturers and dis- 
tributors, particularly the smaller representatives 
of these branches of industry, public utility opera- 
tors have no such ground for gloom. Gross and 
net revenues of practically all utility enterprises 
have maintained a persistent upward tendency. 
Sagging commodity prices have doubtless had a 
part in improving the ratio of operating expenses 
to gross income. The speculative market movements of 1926 were not repeated 
this year so that, broadly speaking, public utility stocks have been selling on a 
more solid investment basis. Such is their favor with investors, indeed, that few 
among this group afford a yield above that of sound bonds. Public utility stocks, 
in other words, outside the purely speculative division which is represented 
largely by non-dividend payers, offer a rather limited field for profit. The inves- 
tor, accordingly, must be content to make selections purely on a comparative 


yield basis. 
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Guaranteed Railroad Stocks 


Yield 
Issue Price (%) COMMENT 
Provides Atlantic Coast Line with connection between 
. . Jacksonville and Atlanta and Birmingham. Dividends, 
Atlanta, Birming. & Coast Pfd..102 4.9 guaranteed unconditionally by Atlantic Coast Line, be- 
gin accruing under guarantee on January 1, 1928. 
Leased to Yazoo & Mississippi, subsidiary of Illinois 


Vicks., Shreveport & Pac. Pfd..101 4.9 Central, for 357 years. Dividends guaranteed by latter 
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road, rendering issue high grade. 


Railroad Preferred Stocks 


ss Long record of uninterrupted preferred dividends entitles 

Kansas City Southern ........ 72 5.6 issue to sound investment rating. Earnings have shown 

broad, though not especially marked upward tendency. f 

a = An undervalued preferred stock of important eastern 

N. Vs Chicago & St. Louis....108 5.6 trunk line figuring prominently in proposed ‘‘Nickel 
Plate’’ merger. 

Road’s position materially improved in late years as 

. c result of rehabilitation program and rapid development 

St. Louis Southwestern ....... 85 5.9 of Southwest. Preferred stock not high grade but 
sound holding, 























Railroad Common Stocks 


° % Seems in line for higher dividend ultimately. More 
Baltimore & Ohio goes 5.1 liberal rate desirable to permit common stock financing 
and could easily be supported by excellent earnings, 


“Organized primarily to take over Nickel Plate holdings 
Cl r k C in Chesapeake & Ohio. Not particularly attractive for 
nesapeake Orp. ..... income, but stock is decidedly out of line with the rail- 
road issue and is desirable for its equities, 
Earnings gradually improving with steady recovery of 
Great Northern Pfd. ... the Northwest. Proposed unification with Northern 
Pacific and gffiliated lines awaits sanction of I. C. C. 
Strong transcontinental carrier with important steam- 


Southern Pacific ...... .120 ship interests and well diversified traffic. Increased 
dividend seems merely a matter of time. 





TO 
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Public Utility Preferred Stocks 


: " z One of newer holding companies but earning capacity 
Engineers Public Service ......107 6.5 well established and company enjoys capable manage- 
: ment, 
Operates important interstate passenger carrier from 
a which it derives gradually increasing revenues. Under 
Hudson & Manhattan seeseeo 5.9 jurisdiction of I. C. C., which insures frecdom from 
difficulties of traction properties in metropolitan area. 
: One of leading public utility holding companies with ex- 
Standard Gas & Electric....... 65 6.0 tensive properties supplying every type of service. Gross 
and net revenues show fair rate of growth, 
Electric power and light subsidiary of American Water 


West Penn Electric Se. 6 wae e .108 6.5 Works & Electric Company. Well protected preferred 
stock affording better than average yield, 























Public Utility Common Stocks 


Justly regarded as most substantial of investment com- 

. mon stocks. Frequent rumors of stock split-up appear 

American Tel. & Tel. write oi ww (wie 177 to have little foundation, but will doubtless continue to 
issue valuable rights at intervals as heretofore. 

2 . Solidly growing, excellently managed utility holding 

Columbia Gas & Electric ...... 89 company. Acquisitions of past year or so have set it in 

front rank of natural gas producers, 
Controls chain of utility properties covering nineteen 
states. Major share of earnings derived from sale of 


Standard Gas & Electric ....... 60 electrical energy. Upward trend of earnings puts stock 
in attractive light as semi-investment issue. 

















Industrial Preferred Stocks 
Despite irregular earnings of more recent years, com- 


American Sugar Refining — 7 108 6.5 pany’s income shows ample margin of safety over pre- 
ferred dividend requirements, 


Junior preferred issue of eminently successful dry goods 


Associated Dry Goods ond. a .110 6.4 store chain. Substantial and consistent earning power 
. developed under unified control in more recent years, 


New issue of old and well established flour milling en- 


Pillsbury Flour Mills .. .107 6.1] terprise. Dividends covered by wide margin, Carries 


conversion feature which may prove valuable in time. ; 
Preferred dividends paid without a break since 1907. 


U. S. Industrial Alcohol ... .117 6.0 Earnings, while variable, have averaged over seven 
times requirements in last ten years, 
































Industrial Common Stocks 
" One of leading shoe manufacturers, operations are well 
Endicott-Johnson eC ee eee 6.8 integrated and have proven consistently profitable over 
long term of years despite irregularities in shoe trade. 
Producer of many popular and widely advertised brands 
*“W1: of flour. Good earnings shown during deflation period 
Standard Milling ............. 90 5.6 despite exceptional difficulties. Undervalued spec-vest- 
ment, 
One of dominant factors in electrical equipment field. 


Westinghouse Be ca Meee .2..>. 84 High standing as investment common stock on past 
record and seems facing equally good future, : 
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Unlisted Securities 


*iINLISTED securities are subject to the same fundamental influences as 
‘/ || those which, in the long run, shape the price trends of listed stocks and 
bonds. That is to say, asset values and earning power determine price 
levels and changes for the better or worse are reflected in proportionate 
| gains or losses in market valuations. In the unlisted market, however, 

‘~| values tend to be reflected more faithfully in price movements than is 
the case with listed stocks owing to the absence of speculative influences, such as 
pool operations, for example, which play so large a part in price fluctuations of the 
latter. The investor, accordingly, is less likely to be disturbed by intermediate 
price swings in over-the-counter holdings, though as an offset to this advantage 
is the fact that active speculation in any given stock makes for a close market 
and more ready salability. 

The unlisted market, however, includes a vast array of securities representing 
every phase of industry and finance. Accordingly, it offers equal opportunities 
for investment with those available on the organized exchanges. In fact, the com- 
parative lack of general speculative activity frequently causes many attrac- 
tive stocks or bonds to be overlooked, on occasion, so that the student of values 
is often enabled to discovef undervalued issues long before they have been 
brought to public attention. For the investor who is willing to accommodate him- 
self to the few peculiarities of the over-the-counter market, this field offers an 
interesting adjunct to commitment selected from the more popular, but certainly 
no more versatile listed market. 
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Government and Municipal Bonds 


Aaa 











HE steady increase in supply of investment capital, along with per- 
sistent ease in money rates, have forced the price of high grade bond 
issues to new peak levels. Whereas, even a year ago, the purchaser of 
the average investment bond was able to secure a relatively generous 
yield and might subsequently have realized sizeable profits from his hold- 
ings, it is debatable whether the same results may be expected from 

commitments made in the present market. Yields have been readjusted down- 
ward to conform with a lower level of money rates and in keeping with an ap- 
preciably lower average level of commodity prices. Probably no other single 
instance of the strong demand for investment securities could be cited than the 
consistent rise in U. 8S. Government obligations during the past year and the ex- 
ceptionally heavy over-subscription of the recent offering of U. S. Treasury 
34%% bonds. The reduction in coupon rates on Government bonds to this low 
figure illustrates fairly enough the striking changes that have been wrought in 
the bond market. Municipal bond yields have likewise been brought to a lower 
average than that obtainable at this season a year ago. But though it may 
hardly be said that such securities are now even relatively cheap, their great 
attraction from the investor’s standpoint is their unquestioned safety. 

Foreign bonds, even those of more doubtful quality, have felt the stimulus 
of heavy investment demand. Evidences of increasing financial stability among 
the European nations have aiso contributed to the greater favor in which many 
of them are now held. In this field, however, there is still need for careful dis- 


crimination. 
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Unlisted Bonds 





Yield 
Issue Price (%) 


COMMENT 





Dallas Power & Light .. 55 


Ist. “A” 6s, 1949 


Call price equivalent to current market which cuts off 
possibilities of price appreciation, but attractive for 
straight investment. Amply secured by assets and high 
earning power, Electric Bond & Share supervision. 





Gulf States Steel wi 5.9 


Deb. 5%%4s, 1942 


Direct cbligation of important southern steel producer, 
not secured by mortgage but well protected by re- 
strictive provisions, Wide margin of safety despite last 
year’s slump in net. Room for price enhancement. 








Kansas City Gas . ‘ 5.1 


Ist. “A” 6s, 1942 


Non-callable first mortgage issue of natural gas pro- 
ducer serving Kansas City’s gas requirements without 
competition, 





Long Island Lighting . ; 5.9 


Sec. 6s, 1945 


Redemption price at 105 limits price enhancement pos- 
sibilities, but issue is desirable for income. Subject to 
7.25 millions prior liens, but interest charges earned 
two and one-half times over period of years. 





Los Angeles Gas & EI. ... 10414 5.2 


Gen. & Ref. “I” 5%, 1949 


General mortgage issue of company operating in pros- 
perous and consistently growing area of Southern Cali- 
fornia, including important city of Los Angeles, 





Pierce, Butler & Pierce Mfg... ..104 6.1 


Ist. 6%, 1942 


Well established manufacturer of radiators, boilers and 
steam and hot water heating equipment. Bonds seem 
undervalued in view of asset protection and very wide 
margin of safety in earnings, 








Unlisted Preferred Stocks 





American Cyanamid . 6.6 


An attractive unlisted preferred stock for income and 
ultimate price appreciation, Company has no funded 
debt, High average earning power. 





Amer. District Telegraph Conv..110 6.4 


Attractive primarily for income owing to call price at 
110, though holders have right to convert into common 
stock share for share 30 days prior to redemption. 





American Manufacturing 6.1 


Manufacturer of rope twine and related products and 
sundry cotton goods. No funded debt. Consistently 
profitable operations reflected in unbroken preferred 
dividend record, 





Continental Gas & El. Prior... .108 6.5 


Public utility holding company deriving approximately 
81% of earnings from electric light and power opera- 
tions of subsidiaries, chiefly in Middle West. 





Neisner Bros. ...... 6.7 


One of rapidly growing, smaller ‘‘five and tens,’’ 
operating chain stores in eastern states. An attractive 
holding for income and possible price appreciation. 








Unlisted Common Stocks 





American District Telegraph... 82 4.9 


Controls general telegraph signal business in leading 
cities, Earnings stable with consistent tendency, Re- 
cently increased dividend rate to $4. 





Joseph Dixon Crucible 4.7 


Excellent dividend record and strong financial set-up 
establish stock as sound investment issue. No bonded 
debt or bank loans, 





Now Eugiend Te & Tel ..... 5.8 


New England subsidiary of American Telephone & Tele- 
graph, Has apparently recovered from 1925 earnings 
slump and once more rests on solid investment basis. 





Phelps Dodge Corp. 5.0 


Important producer and refiner of non-ferrous metals, 
principally copper, High equities behind common stock. 
Stands to benefit from improving outlook for copper 
producers, 





United Gas Improvement . 3.6 


Exceptional dividend record, uninterrupted payments 
extend back to 1889, Low current income return, but 
promising long-range possibilities predicated upon 
“super power’’ developments, 








Foreign Government Bonds 





Dutch East Indies External ... 105 5.6 
6s, 1947 


High-grade issue, obligation of thrifty and industrially 
prosperous East Indian Empire of the Netherlands. 
Callable at 100 after Jan, 1, 19382, 





Japanese Government 6.6 
30 yr. ext. 34%s, 1954 


External obligation of characteristically stable Japanese 
Government, Comparatively high yield makes issue ex- 
ceptionally attractive for bond of this kind. 





Government of Newfoundland. . 10414 5.1 
20 yr. 5%s, 1942 


Former crown colony of Great Britain, now 2 dominion. 
Potential industrial developments and solid character 
of population render issue high grade. 





Queensland (State of) . A 5.4 


Ext. 6s, 1947 


Non-callable provincial obligation of strong Australian 
subdivision, Ranks as sound investment, 











Public Bonds 





New York City .. 4.00 


3%s, 1955 


Country’s most important industrial city and leading 
port, Credit of highest grade. 





North Carolina . 4.20 


5s, 1961 


Southern state of growing industrial consequence en- 
joying steady development of wealth. 





Los Angeles County .. pig ee et 4.20 
4%4s, 1949 


Steady growth of population with consistent industrial 
development, One of most important political sub- 
divisions of largest Pacific Coast state. 
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PUBLIC UTILITIES 














Columbia Gas & Elect. Co. 








A Diversified Public Utility 


Diversification Keynote of Columbia’s Steady Progress in Recent 
Years—Business Aspects of Natural Gas—Effects of Merger 


Electric Company is one of those 

unspectacular romances of which 
American Industrial history {is so full. 
Through one of its subsidiaries, the 
company is successor to one of the 
earliest gas companies founded in this 
country, the Cincinnati Gas, Light & 
Coke Co., incorporated in 1837. 

From this nucleus, the Columbia sys- 
tem has grown steadily and naturally 
through expansion of existing facili- 
ties, absorption of neighboring proper- 
ties whose operations could economical- 
ly be combined with existing ones, and 
a gradual diversification of facilities 
and lines of business. 

By 1914, the Columbia system was a 
compact group of properties centering 
around Cincinnati and its neighboring 
communities to which it supplied natu- 
ral gas and electricity, and including 
nearly 300,000 acres of natural gas 
rights in West Virginia and Kentucky, 
190 miles of pipe lines leading into 
Maysville and Cincinnati and a sub- 
stantial interest in a natural gas field 
in Eastern Ohio. Among its secondary 
activities were the production of oil 
and coal and miscellaneous public 
utility services such as 
gas, electricity, traction 
and water supply in 
neighboring towns. 

Its total capitalization 
at that time was 500,000 
shares of capital stock 
of $100 par and 
$13,000,000 of funded 
debt. 


T's career of Columbia Gas & 


ee 


Year 
1919 
Growth of System 


Today, this corporation 
directly and through sub- 
sidiaries and leased com- 
panies serves 800 com- 
munities in most of Ohio 
and parts of Kentucky, 
West Virginia and Penn- 
sylvania, having a popula- 
tion of 3,500,000, with gas, 
and about a quarter of 
this territory with elec- 
tricity. 

Its properties include 
5,185,000 acres of natural 
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By DANIEL M. GORHAM 


CoLuMBIA 


PRICE PATH 


gas rights of which about 17% are 
under actual operation, oil rights on 
2,917,000 acres of which less than 5% 
are in production, two important elec- 
tric generating stations, together with 


Post-War Progress 


Earnings per 
Share of 
Common 


$4.89 

7.98 

6.91 

8.47 

3.70 (11,10) ** 
4.41 (13.23) 
5.38 (16.14) 
6.92 (20.76) 


5.42 (16.26) 
Estimated 


Net Income 
Available for 
Dividends 


$2,446,636 
3,991,357 
3,455,516 
4,233,581 
5,555,940 
6,707,274 
9,492,766 
26,470,906 
23,772,806 


Gross 
Revenues* 


$11,950,273 
14,616,743 
15,232,964 
18,592,694 
21,003,000 
26,727,581 
33,483,559 
92,119,615 
96,746,521 


(Yr. ended Sept. 30) 


*Up to and including 1925, for Columbia Gas & Electric Co, and leased 
or 100% owned subsidiaries; thereafter Columbia Gas & Electric Corp. 
and leased or 96%—or more—owned subsidiaries, 

**Stock split 3 to 1—figure in parenthesis indicates equivalent amount 
on old capital. 


i i 


Columbia Gas & Electric Corp. 


Dividend 
Rate on 
Common 


$4.00 
5.00 
7.00 ($1 extra) 
6.00 

7.35** 

2.60 (7.80) 
2.60 (7.80) 
4.40 (13,20) 
5.00 (15.00) 


SP EP EP SP EE SPE PE EP PP EP EP PE 


minor, auxiliary and standby stations 
whose combined output last year was 
895,000,000 kwh., and a traction system 
connecting Cincinnati with its suburbs 
and neighboring towns across the Ohio 
‘river in Kentucky. The coal properties 
owned by or available to the system 
cover 29,000 acres and provide an ex- 
cellent grade of fuel for the company’s 
steam-generated electric plants. 

The company’s capitalization con- 
sists of 38,373,462 shares of common 
stock, $91,303,000 of 6% preferred 
stock and $45,000,000 of bonds, in ad- 
dition to $37,365,000 of bonds of sub- 
sidiary companies and relatively small 
amounts of minority stock of sub- 
sidiaries. 


How Stockholders Have Fared 


That this development has been on 
the whole beneficial to stockholders is 
clearly indicated by the accompanying 
figures showing the range of prices for 
each year since 1912. The steady im- 
provement in this respect parallels re- 
markably the steady growth of the 
company’s properties and operations. 

In 1920 when the company first be- 
gan to segregate its gross 
earnings according to 
source, of the total gross 
income of $14,617,000, 
about 40% was obtained 
from the sale of electri- 
city and 48% from sales 
of gas. By 1925 gross 
revenue had increased to 
$33,484,000 of which elec- 
tricity provided very 
nearly 50% and gas some 
42%. These gross figures 
refer only to the company 
itself and subsidiary com- 
panies controlled practi- 
cally 100% stock owner- 
ship or lease. 


The Ohio Fuel Merger 


Toward the end of 1926, 
the company took ovet, 
through exchange of stock, 
the Ohio Fuel Company, 
doing a gross business of 
$40,438,000 in 1925. The 
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latter company, however, was a more 
one-sided affair than the old Columbia 
system, nearly 90% of its 1925 gross 
revenues having been derived from the 
sale of gas. About 6% came from oil 
and a little over 3% from gasoline. 


In 1926, the enlarged Columbia sys- 
tem showed gross earnings of $92,120,- 
000, against a combined gross of the 
two predecessor companies of $73,918,- 
000. This represents an increase of 
99°. for the year compared with an 
annual increase in gross of 14%2% to 
39% per annum in previous years for 
the Columbia system, as_ reported. 
Dat. for the Ohio Fuel Company for 
pre\ious years are not available. 

T. some extent, this increase is due 
to tne pooling of ownership of certain 
subsidiaries, which had been divided 
betveen the two big companies before 
the merger. The United Fuel Gas 
Company of West Virginia, one of the 
most important natural gas_ subsidi- 
aries of the system was owned to the 
extent of 51% by the Columbia Gas & 
Electric Co. and 49% by the Ohio Fuel 
Supply Co., a subsidiary of the Ohio 
Fue! Corporation, and similarly the 
Virginian Gasoline and Oil Company. 
The latter corporation extracts an ex- 
tremely high grade of gasoline from 
the so-called “wet” natural gas pro- 
duced by the system, providing an im- 
portant secondary source of revenue. 

On the other hand, one effect of the 
merger was to upset the balance be- 
tween natural gas and electric earn- 
ings in the gross revenues of the sys- 
tem. For 1926, 65% of gross was ob- 
tained from gas operations and less 
than 22% from electricity. Over 11% 
was obtained from gasoline, oil, and 
miscellaneous operations and _ only 
about 2% from its traction line. 

The territory in which the company 
operates is highly industrialized, being 
said to contain, in an important way, 
over 100 of the 257 industries separate- 
ly classified by the United States 
Census Bureau. Naturally, the com- 
pany has been able to find a ready and 
expanding market for all the natural 
gas which it produces. There are some 
important differences, however, be- 
tween natural and artificial gas as 
business propositions, although both 
are classed as public utilities. 


Gas Costs and Rates 


While three-fourths of all the gas 
used in the United States is natural 
gas, the overwhelming majority of 
natural gas consumption is by indus- 
trial consumers, while in artificial gas, 
home consumption is the backbone of 
the industry. The reason for this dis- 
parity is that in the case of artificial 
gas, the large items of cost are fuel, 
raw material, labor and other costs 
which are more or less stationary per 
1,000 cubie feet of gas sendout. Con- 
sequently, an artificial gas company is 
not able to make any extreme conces- 
sions to wholesale buyers such as in- 
dustrial consumers, compared with do- 
mestic ones. 

On the other hand, a natural gas 

(Please turn to page 291) 
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Bonds for Income Primarily 


GOVERNMENT ISSUES 


poy) ce ior 
Chile 6s, 196 

Dominican Rep, 5¥%s, 1942 

Haiti 6s, 1952 

Panama 5'%s, 1953 


RAILROAD ISSUES 


Ce OR OS et SS Oeer renner 
Central of Georgia, Ref, 544s, 1959 
Chicago & West Ind. Ist Ref. 5's, 1962 
Erie & Jersey Ist 6s, 1955 
Florida East Coast, Ist Ref. 5s, 1974. (b) 
Great Northern, Gen, ‘‘A’’ 7s, 1936. .(b) 
Kan, .City Sou., Ref, & Imp. 5s, ’50 
Minn., St. P. & Sault, Ist Con. 5s, 1938. 
Norfolk & Southern, Ist 5%s, 1961 
Peoria & Pekin Un, Ry., Ist 64%s, 1974. 
Rock Isl., Ark, & La., Ist 4%s, '34..(b) 
St. Louis Southwestern, 1st Terminal -& 
Unifying 5s, 1952 ........ Saw aie orn alerere 


PUBLIC UTILITIES 


Amer, W. W, & Elec., Coll, 5s, 1934. (b) 
Brooklyn City, Ist Con. 5s, 1941 
Hudson & Manh., Ist Ref, 5s, 1957. .(b) 
Indiana Nat. Gas, Ref, 5s, 1936 
Louisv, Gas & El., Ist Ref, 5s, 1952. .(b) 
New Orleans Public Service, Ist Ref. 5s, 
1952 b 
N. Y. Steam Corp., Ist 6s, 1947 
Pacific Gas & Elec. Gen. & Ref, 5s, 1942 
Public Service of N, J., Sec. 6s, 1944. (a) 
Rochester Gas & El., ‘‘C’’ 514s, 1948. (a) 


INDUSTRIALS 


Bethlehem Steel, P, M. 5s, 1936 
Brier Hill Steel, Ist 544s, 1942 
International Paper, Ist 5s, 1947 
Morris & Co., Ist 4%s, 19389 
Mortgage Bond, 5s, 1932 
Schulco ‘‘A’’ 644s, 1946 
Sinclair Pipe Line, 5s, 1942 
U. 8, Rubber, Ist 5s, 1947 


Bonds for Appreciation 


Times 
Interest 
Earned 
on all 
debt 


Prior 
Liens 
(Millions) 


“6.4 
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Primarily 


RAILROADS 


Atlantic & Danville, Ist 4s, 1948........ 
Central New England, Ist 4s, 1961 
Chicago Gt, Western, Ist 4s, 1959 

Erie, Gen, Lien 4s, 1996 

Mississippi Central, Ist 5s, 1949 
Missouri Pacific, Gen, 4s, 1975 

New Haven, Non-conv, Deb. 4s, 1956.... 
Northern Ohio, Ist 5s, 1945 

Seaboard Air Line, Ref, 4s, 1959 
Texarkana & Ft, Smith, Ist 52s, 1950.. 
Western Maryland, Ist 4s, 1952 


PUBLIC UTILITIES 


Brooklyn-Manhattan Tr., 6s, 1968 
Market St. Ry., Ist 7s, 1940 

Montreal Tram., Ist & Ref, 5s, 1941.(a) 
Sierra & San Francisco, Ist 5s, 1949.... 
Utah Power & Light, Ist 5s, 1944 


INDUSTRIALS 
B. F. Keith, Ist & Gen, 6s, 1946 
Pressed Steel Car, Conv. 5s, 1933 


Walworth Co., Ist ‘‘A’’ 6s, 1945 
Webster Mills, 614s, 1933 





American Chain, 8, F. 6s, 1933 (a) 
American Type Founders, 6s, 1940...... 
California Petroleum, Conv, 5s, 1939. .(a) 
Dodge Bros, Conv, 6s, 1940 

White Sewing Machine, 6s, 1936 


SHORT TERMS 


Cen. of Georgia Ry., Sec, 6s, June 1, ’ 
Gen, Petroleum, 6%, April 15, 1928 
Sloss-Sheffield P. M. 6s, Aug, 1, 1929.... 
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107 
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100% 
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Current Yield 
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6.03 
6.52 
5.50 
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105 
106 
103T 
110T 


102T 
101T 
105 


104% 
106 
9514 
871, 
$101% 


102 
100% 
10214 


5.85 4.26 





Note—All bonds in $1,000 denominations, except (a) lowest demomination $500, (b) $100. 
Earnings are on five-year basis unless shorter basis is only one available. 


assumed, earnings of guarantor company 


Y—Recent earnings about 2.16 times. 
G—Not callable until 1930 or later. 
(c) Listed on N. Y¥. Curb Market. 


gradually lower prices. 
companies. NS—Not segregated. 


are given, 


A—Callable as a whole only. 


Where bonds are 


T—Callable at 


X—Guaranteed by proprietary 


+ Without warrants. 
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“Katy” Key of Loree Plan 


Reorganized Road Forges Into Class of Steady Earners — Increased Operating 


Efficiency and Economy Attributed to Rehabilitation During 


EW of the railroads of the United 
States afford a study at once more 
interesting and more elusive than 

“Katy,” or to use its conventional desig- 
nation, Missouri-Kansas-Texas R. R. 
Company. For in addition to the usual 
considerations of earnings, book values 
(if, in reality, the latter has any real 
significance), traffic and operating con- 
ditions and prospects, analysis of this 
property, logically, must also take the 
direction of an inquiry into the effec- 
tiveness of its reorganization, the 
stewardship of its management since 
the capital structure of the road was 
revamped in 1922, and the ever present 
merger possibilities. 

Missouri-Kansas-Texas was one of 
the brace of reorganizations which 
marked the eventful era in railroad his- 
tory just recently drawn to a close. A 
receivership which lasted almost seven 
years had wrought notable changes, not 
only in the form of its capital struc- 
ture, but also in the physical condition 
of the property. With a nominal ratio 
of approximately two to one between 
funded debt and capital stocks, the 
market valuation of securities of the 
old company reflected an actual ratio 
more nearly ten to one. Effectively to 
correct this condition, a broader basis 
of equity securities was established as 
the foundation for the new structure. 
About 40% of the funded debt of the 
old company was converted into a new 
issue, the interest upon which consti- 
tuted only a contingent liability for a 
period of three years (now ended) and 
which was convertible into preferred 
stock. 


Effect of Capital Readjustment 


The apparent effect of the capital re- 
240 


By H. H. JONES 


adjustment was to increase equity se- 
curities by about $37,000,000 and 
funded debt by about $20,000,000. Ac- 
tually, the creation of the $50,825,000 
issue of adjustment 5s assured the ulti- 
mate reduction of funded debt by that 
amount as soon as the road should be 
in a position to bear the load of a 7% 
dividend on its preferred stock issue. 

But more, the receivership made pos- 
sible the physical rehabilitation of the 
road and its equipment in a manner 
and on a scale which would hardly have 
been possible without it. Heavy ex- 
penditures of more than $40,000,000 
which were made during the period of 
receivership, and liberal charges on ac- 
count of maintenance of equipment and 
way and structures furnish the key to 
the subsequent rapid increase in net 
earnings. 

Expenditures for maintenance of 
way and structure which were 22.52% 
of total operating revenues in 1920, 
whereas equipment expenditures which 
took up 23.84% of total revenues in 
1920, in every year since with one ex- 
ception have been less than 20%. But 
the outstanding accomplishment has 
been the reduction in transportation 
expense from a ratio of 43.91% in 
1920, to but 30.34% in 1926. That 
ample maintenance of equipment ex- 
penditures have been made is shown 
by the fact that on January 1st, 1927, 
there were 5.8%. of freight cars and 
17.9% of locomotives in need of repair 
against percentages running well above 
10% and 25% respectively in the years 
immediately preceding receivership. 

Traffic statistics are rarely referred 
to by the, investor, but such figures, 
when studied on a comparative basis 
furnish an excellent index of the trend 
of the railroad’s prosperity. In the 


Receivership. 


case of Missouri-Kansas-Texas, these 
statistics supply the most encouraging 
indications of progress. Comparing 
figures for 1922 with those for 1926, it 
is notable that in every item but one, 
the comparison reflects substantial im- 
provement in operating conditions. 

It will be interesting to note the man- 
ner in which the income account has 
reflected these developments in traffic 
and operating conditions. The two and 
a quarter years of Government opera- 
tion, 1918, 1919 and the first quarter 
of 1920, so far as actual results were 
concerned, easily comprised the worst 
period in the old company’s career. In 
1917 the road had been able to show a 
balance of slightly more than $2,000.- 
000 before interest charges and had 
earned these requirements about 1 1/5 
times. Under Government control, 
however, the comparable figure dropped 
to $4,053,860 in 1918, to $1,574,159 in 
1919 and in 1920 operations resulted in 
a deficit of $446,033 after rentals and 
hire of equipment. The actual cor- 
porate showing, which, of course, took 
into account the amount received from 
the Government in the form of com- 
pensation, was materially different and 
the road did not in reality supply the 
monetary losses indicated by these op- 
erating figures. But results for these 
years were such as to vindicate the 
placing of the property in receivership 
in 1915. 


Record of Progress 


It was during the period immediately 
following the return of the property to 
private operation that the greatest 
progress was made by the receivers to- 
ward putting the road back on an 
efficient operating basis. In 1921, part- 
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ly as a result of efficient management 
and partly due to boom conditions in 
part of the territory served by the road, 
income before interest jumped to $12,- 
739.223 and, after slight recessions in 
1922 and in 1923, again worked upward 
and, in 1926, reached the record figure 
of 318,510,854. 

Here, again, statistics tell an inter- 
esting story for they demonstrate quite 
clesrly that this increase in net earn- 
ing: was in no way related to increase 
in \usiness volume, but rather to oper- 
ating efficiency and economy the 
gro indwork for whict was laid during 
the receivership. They show, for ex- 
amile, that as against a deficit of 
$445,000 before interest charges based 
on operating revenue of $72,914,737 in 
192), the road was able to show net 
earnings of more than $13,000,000 be- 
fore interest on operating revenues of 
only $58,000,000 in 1926. To some ex- 
tent. deliberate over-allowance for 
maiitenance in 1920, which helped to 
male better showings possible in later 
years, was responsible for the unusual- 
ly poor results of that year. Neverthe- 
less. it is significant that only expendi- 
turs for maintenance of equipment 
dropped sharply after that year, while 
operating charges declined gradually— 
an indication of real and sustained 
progress in the direction of efficiency. 

The improvement in operating re- 
sults furnishes a strong indication that 
the property is in satisfactory physical 
condition. Last year’s operating ratio 
was the lowest in the road’s history, 
and the fact that this showing was not 
the result of stinting of maintenance is 
proven by the lower transportation 
costs which were accomplished in spite 
of an inerease in the average cost of 
fuel oil from $1.27 a barrel in 1925 to 
$1.36 a barrel in 1926—or $360,000 on 
the four million odd barrels of fuel oil 
used by “Katy” annually. 

An indication of the road’s equip- 
ment condition is to be seen in freight 
car hire debit balance of $1,222,692 in 
1926, against $1,534,778 in 1925, a de- 
crease of $312,085 accomplished in the 
face of an increase of $1,273,121 in 
revenue freight carried. 


Revenue freight carried (tons) 
Freight traffic (density)* 
Average distance per ton carried (miles) 
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Freight train mileage per mile of road 
Average rev. train load (tons) 
Average rev. per ton per mile (cents) 
Freight rev, per train mile 

Average rev, tons per loaded car 


TEE 


i} 


Average loaded cars per train 
\verage empty cars per train 
Per cent. of leaded and total car mileage.... 


mile of road operated, 


CM PLL 


for DECEMBER 8, 1927 


*Tonnage of freight and number of passengers carried one mile per 
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Brought down to the equity issues, 
earnings in 1926 were equivalent to 
$21.68 per share on the 7% preferred 
stock, while in 1920, as already noted, 
the road’s actual operating figures 
showed a deficit before interest charges. 


Two Factors To Be Considered 


But the question of per share earnings 
on Missouri-Kansas-Texas preferred 
and common stocks is one which gives 
rise to the necessity for keen considera- 
tion of two factors, either or both of 
which may become vitally influential. 
One relates to the conversion of the 
road’s 5% adjustment bonds into 7% 
preferred stock, which is progressing 
with some degree of rapidity, according 
to reports, and the other relates to the 
valuation placed on the road’s property 
by the Interstate Commerce Commis- 
sion and the extent to which earnings 
may be subject to recapture under this 
valuation. 

As a result of the conversion now in 
progress of Missouri-Kansas-Texas ad- 
justment mortgage 5s for the 7% pre- 
ferred stock (now actually paying 6% 
but which becomes cumulative at a 7% 
rate on January 1, 1928), an important 
change is being effected in the road’s 
structure. Aside from the adjustment 
bonds the funded debt aggregates about 
$116,000,000, but the adjustment issue, 
originally $57,000,000, and outstanding 
in the amount of somewhat less than 
$50,000,000 at the beginning of the cur- 
rent year, has dwindled to less than 
$38,000,000 through conversion into the 
preferred, the outstanding amount of 
which has correspondingly increased 
and now stands at more than $42,000,- 
000 as compared with $34,000,000 less 
than a year ago. With both the adjust- 
ment 5s and the preferred stock selling 
on the same level, recently around 108, 
holders of the adjustments gain in in- 
crease of 1% in yield through convert- 
ing their bonds and anticipate an in- 
crease of an additional 1% when the 
rate on the preferred is raised to the 
required 7%. 

Apparently, the management has not 
been eager to encourage conversion or 
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Missouri-Kansas-Texas 
Table I—Traffic Statistics 


1922 
10,845,547 


681,371 
234,81 


1926 
12,731,683 


1,076,528 
269.61 
1,449 1,703 
461.50 632.27 
1,54 1.31 
$7.10 $8.30 
19.64 20.07 
23.50 $1.50 
12.97 19.81 
62.75 60.24 


Transportation 





Table 1I—Division of Operating Revenue 


(Total Operating Revenue 100%) 


Maintenance of way and structures 


Maintenance of equipment 


General and miscellaneous 
Total operating expenses 
Net operating revenue 

Taxes and uncollectible revenue . 5.85 


Railway operating income 


it undoubtedly would sooner have 
established the preferred stock on a 7% 
basis. Reluctance to do this has been 
attributed, in some quarters, to the 
fact that the preferred stock enjoys 
equal voting power with the common 
and that a material increase in the 
amount of preferred outstanding would 
render the acquisition of control corre- 
spondingly more difficult. 

Of course, with the increase in the 
amount of preferred stock outstanding 
there is a corresponding decrease in the 
per share earnings on this class of 
stock with any given balance of in- 
come after interest requirements. 

In July, 1926, the Interstate Com- 
merce Commission established a valua- 
tion which, with subsequent additions 
to the property, offers a rate making 
valuation on the system of approxi- 
mately $180,000,000, and permits a net 
railway operating income of approxi- 
mately $10,750,000 before earnings are 
subject to recapture as provided under 
the Transportation Act. On this basis, 
of the approximately $13,000,000 net 
operating income report in 1926, 
$2,250,000 would be subject to 50% re- 
capture. This means that “Katy” 
would have been able to show $16.75 
per share on the 349,839 shares out- 
standing at the close of the year, from 
rail operations, before encountering any 
recapture of earnings. But taking a 
long range view of the question and 
considering the adjustment bonds as 
all converted into preferred, 1926 re- 
sults would have permitted a showing 
of less than $8 per share on this class 
of stock, with 801,236 shares outstand- 
ing, while the balance for the common 
would have been indeed nominal. Need- 
less to eay, this valuation will be con- 
tested, if for no other reason than that 
basic principles of valuation are in 
question which the high courts will be 
called upon to decide. 

From the speculative angle, an 
analysis of Missouri - Kansas - Texas 
must give consideration to the road’s 
merger possibilities. Extending from 
St. Louis and Kansas City in a south- 
westerly direction to San Antonio and 

(Please turn to page 302) 
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3.46 
68.81 


31.19 


UN OLULULULULULU ET LSLILULULULILILLALALELOLELOLELPLE SLAC 


{ULI 


25.34 


LLL 


| 


HUNIUUUEUUNUUEULUOUCOULNOUEOSOIOUUE UO i 


2 


i 
an 














| | eas 


Equity in Cash Assets of Pipe Line 
CompaniesOverlooked by Investors 


Opportunities Available in Pipe Line Companies 


HERE is a group of eleven stocks 
if representing a still highly im- 

portant industry, which, while for 
the most part within striking distance 
of their high prices for the year, have 
nevertheless in a larger sense been vir- 
tually ignored by the security purchas- 
ing public despite the generally ade- 
quate returns from the dividends in 
effect upon all but one of these issues. 
These represent the companies which 
formerly constituted the transporta- 
tion end of the old Standard Oil com- 
bination, providing at that time sub- 
stantially all facilities for the trans- 
portation of crude oil from the various 
producing fields to the eastern sea- 
board. 

The gradual loss of this monopoly 
over a period of years has been re- 
sponsible for giving the pipe line in- 
dustry the reputation of a declining 
industry, a fact accountable for the 
increasing lack of public interest. The 
principal question to consider at this 
time is to what extent pipe lines may 
be regarded as a permanent institu- 
tion, whether the declining trend in 
the amount of oil carried has run its 
course, and what chance there is that 
volume of business is reasonably well 
stabilized. If there is fair assurance 


By G. F. MITCHELL 


that earning power will undergo no 
further recessions, then the pipe line 
stocks as a whole have much to com- 
mend them, if only as a means of tak- 
ing advantage of the income return 
and the always existing possibility of 
special cash distributions. 

The present state of affairs as com- 
pared to other days is the result of 
diversion of business to tankers carry- 
ing oil to the eastern refineries via the 
water route and to a less extent to 
tank cars traveling over the regular 
railroad arteries. Furthermore, with 
the great development of the oil in- 
dustry, refineries are no longer largely 
confined to the eastern seaboard, but in 
numerous cases have been established 
at inland points in or near the produc- 
ing districts. 


“Through” Business Eliminated 


The clearly drawn lines formerly ex- 
isting between the four main branches 
of the industry, production, transpor- 
tation, refining and marketing have 
given way to a growing tendency to 
embrace all these functions in a single 
organization, and reliance upon inde- 
pendent transportation agencies even 
on the part of Standard Oil units has 


Pipe Lines—1926 


been correspondingly reduced. The 
cumulative effect of these various fac- 
tors is that through business, although 
subject to spasmodic revivals, sueh as 
occurred during the earlier part of this 
year when overproduction taxed the 
resources of other means of transpor- 
tation, is virtually eliminated as a de- 
pendable source of profits. 

Shorn of the business which was 
originally the principal reason for their 
existence, the pipe line companies have 
concentrated on other forms of activi- 
ties still open to them, namely, gather- 
ing business and delivery of crude oil 
to interior refineries, both highly in- 
portant functions well adapted to the 
facilities of the pipe line companies, 
and both of a fairly stable character, 
the latter in particular apparently be- 
ing in line for gradual future growth. 
If the pipe lines have completed the 
process of adjusting their affairs to 
prevailing conditions, and may reason- 
ably anticipate future earnings at least 
comparable to those attained in 1926, 
which may be taken as nearer normal 
than the current year with its tempo- 
rary revival of through business, it 
will provide sufficient grounds for re- 
garding the stocks with a greater de- 

(Please turn to page 286) 


Single Class of Stock and No Bonds in All Cases 


Buckeye Pipe Line 
Cumberland Pipe Line 
Eureka Pipe Line 
Illinois Pipe Line 
Indiana Pipe Line 
National Transit 
New York Transit 
Northern Pipe Line 
Prairie Pipe Line 
Southern Pipe Line 

S. W. Penn. Pipe Line 


t+ Includes regular payments only, 


*Value of Cash 
Assets per Share 


t After allowing for $15 special dividend. 


Gross Revenues 
per Share 


$21.46 
32.83 
39.64 
34.25 
15.34 
2.91 
20.02 
14.00 
34.96 
3.95 
23.63 


per Share 
$3.89 
8.74 
D 2.88 
9.92 
5.85 
D 0.09 
D 0.40 
4.88 
15.83 
D 0.47 
5.00 


D—Deficit, 


Net Oper. Revenues 


Net Income 
per Share 


$5.20 60 
13.03 | 93 
D 0.26 66 
14.99 177 
8.08 88 
1.22 22 
1.64 44 
9.03 93 
17.84 
D 4.55 
7.23 


* As of close of 1926 fiscal year. 


TYield 
6.7% 
8.6% 
6.1% 
6.7% 
15.5% 
2.3% 
None 
6.5% 
5.3% 
None 
5.1% 


Recent Price 


THE MAGAZINE OF WALL STREET 








a 


for D 





psn “OD Furysyqnd wnajosag @ 


\ 











4NOY UE Samui INO} 40 831 BBesOA Ue ye Sauy edid YBno1y, peyodsues, sj [Jo eprus 
lappa esti « <= — — ——— 
“ov 
-4 000'000'20» “°° ae que Ag 000'005"»z ‘ ‘Soun] uoyd 
i o syony yu Ag -3jaa pue ydes82jaj ut uauseay; 
rd 23 po r 1 
ened uamwese 03 epics 000'000'059'1$ uon 
“PD wosy aS1MySeOD ‘sudqUR) Ag ~Byodsues) Ul jUaUNSIAUT [eI0] 
syrod seo 
DNURPY 03 JIN WO ssaqURY Ag 000'000'001 Ssyonus que) UT UaUASAAUT 
Sour] adid Ag 000'000 00¢ SiB) Yue. UI JUaUSIAUy 
sUaWAAOP [}O jonuuy jo aunjo, 000'000'0Sp *  Suaueays yu 
000'S¢! souy 000'000'008 $ Sau] adid p10 
pet ln aaa ane — 000'000' S199 ‘Are pa;puey aprio jo AanUENd adezAy 
AUB) PUL SIED YUE ‘ss9yUE) ‘souy adid— 000'S8 sour 
uonevodsues 103 aangrpuadxa jenuue {e10 





adid [10 Surzayye8 pue yuNIy Jo sap yo aquNY 
winajosjaq JO uoypjsodsuvsy ur sjodg y8ipy 
. 


S2PIQ Aq uMOYS Salsouyoy jo suONeIO7T INIAA 


sour. odig YUNI] [IQ Jo deyy/> 


























for DECEMBER 3, 1927 








2 “a no | 2 +2 = We CCCCSCC ESSEC | BS 
2 ' oe ee ae ee ee en ee NES SRE RRR ERR RR ee ue 
y ad) Th) Semaseesed SES eS esse ssssSeugsee*es E | & 
fy >! ral ~ = =I Som oe a lL - i oe n ~ a sa m= f & 
[i Y| Pe | Q , . on... n we 7 pane ©. ast =e ae, Fame & & WD gs te | aa Pa ae eee ee ee ae ae a ee ee Se, ~ 
Ze e a) o 





3 


Nib ReTROPe Gi 








Equity in Cash Assets of Pipe Line 
CompaniesOverlooked by Investors 


Opportunities Available in Pipe Line Companies 


HERE is a group of eleven stocks 
if representing a still highly im- 

portant industry, which, while for 
the most part within striking distance 
of their high prices for the year, have 
nevertheless in a larger sense been vir- 
tually ignored by the security purchas- 
ing public despite the generally ade- 
quate returns from the dividends in 
effect upon all but one of these issues. 
These represent the companies which 
formerly constituted the transporta- 
tion end of the old Standard Oil com- 
bination, providing at that time sub- 
stantially all facilities for the trans- 
portation of crude oil from the various 
producing fields to the eastern sea- 
board. 

The gradual loss of this monopoly 
over a period of years has been re- 
sponsible for giving the pipe line in- 
dustry the reputation of a declining 
industry, a fact accountable for the 
increasing lack of public interest. The 
principal question to consider at this 
time is to what extent pipe lines may 
be regarded as a permanent institu- 
tion, whether the declining trend in 
the amount of oil carried has run .its 
course, and what chance there is that 
volume of business is reasonably well 
stabilized. If there is fair assurance 


By G. F. MITCHELL 


that earning power will undergo no 
further recessions, then the pipe line 
stocks as a whole have much to com- 
mend them, if only as a means of tak- 
ing advantage of the income return 
and the always existing possibility of 
special cash distributions. 

The present state of affairs as com- 
pared to other days is the result of 
diversion of business to tankers carry- 
ing oil to the eastern refineries via the 
water route and to a less extent to 
tank cars traveling over the regular 
railroad arteries. Furthermore, with 
the great development of the oil in- 
dustry, refineries are no longer largely 
confined to the eastern seaboard, but in 
numerous cases have been established 
at inland points in or near the produc- 
ing districts. 


“Through” Business Eliminated 


The clearly drawn lines formerly ex- 
isting between the four main branches 
of the industry, production, transpor- 
tation, refining and marketing have 
given way to a growing tendency to 
embrace all these functions in a single 
organization, and reliance upon inde- 
pendent transportation agencies even 
on the part of Standard Oil units has 


been correspondingly reduced. ‘The 
cumulative effect of these various fac- 
tors is that through business, although 
subject to spasmodic revivals, such as 
occurred during the earlier part of this 
year when overproduction taxed the 
resources of other means of transpor- 
tation, is virtually eliminated as a de- 
pendable source of profits. 

Shorn of the business which was 
originally the principal reason for their 
existence, the pipe line companies have 
concentrated on other forms of activi- 
ties still open to them, namely, gather- 
ing business and delivery of crude oil 
to interior refineries, both highly im- 
portant functions well adapted to the 
facilities of the pipe line companies, 
and both of a fairly stable character, 
the latter in particular apparently be- 
ing in line for gradual future growth. 
If the pipe lines have completed the 
process of adjusting their affairs to 
prevailing conditions, and may reason- 
ably anticipate future earnings at least 
comparable to those attained in 1926, 
which may be taken as nearer normal 
than the current year with its tempo- 
rary revival of through business, it 
will provide sufficient grounds for re- 
garding the stocks with a greater de- 

(Please turn to page 286) 
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Single Class of Stock and No Bonds in All Cases 


Buckeye Pipe Line 
Cumberland Pipe Line 
Eureka Pipe Line 
Illinois Pipe Line 
Indiana Pipe Line 
National Transit 
New York Transit 
Northern Pipe Line 
Prairie Pipe Line 
Southern Pipe Line 

S. W. Penn. Pipe Line 


t+ Includes regular payments only, 


*Value of Cash 
Assets per Share 


+ After allowing for $15 special dividend. 


Gross Revenues 
per Share 


$21.46 
32.83 
39.64 
34.25 
15.34 
2.91 
20.02 
14.00 
34.96 
3.95 
23.63 


per Share 


$3.89 
8.74 
D 2.88 
9.92 
5.85 
D 0.09 
D 0.40 
4.88 
15.83 
D 0.47 
5.00 


D—Deficit, 


Net Oper. Revenues 


Net Income 
per Share 


TYield 
6.7% 
8.6% 
6.1% 
6.7% 
$5.5% 
2.3% 
None 
6.5% 
5.3% 
None 
5.1% 


Recent Price 


$5.20 60 
13.03. 93 
D 0.26 66 
14.99 177 
8.08 88 
1.22 22 
1.64 44 
9.03 93 
17.84 
D 4.55 
7.23 


* As of close of 1926 fiscal year. 
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An Authentic Picture of Steel 
Conditions Today 


Position and Nearby Outlook for Industry—Earnings of 
Leading Companies and Comparative Rating of Stocks 





By E. F. WILSON 


























Price of Semi-Finished and Finished Steel Products— 


Semi-Finished Material 


Sheet Bare Os Fe on. ci ccccscccace 
MRM MED REE, oo ci Sue J 


Wire rods 


Finished Material 
Sheet bars 
Tank plates 
Sheets blue annealed No. 10 


Wire nails 

















ARNINGS of the steel industry in 
E the third quarter, as a whole, were 

decidedly unfavorable, comparing 
poorly with second quarter returns, and 
were particularly weak in comparison 
with those of the third quarter of 1926. 
The general trend of earnings is indi- 
cated by a few of the steel leaders. 
Thus, U. S. Steel showed $2.15 per 
share on common, compared with $2.79 
in the previous quarter, and $3.58 in 
the third quarter 1926. The last fig- 
ure represents return on equivalent of 
new stock, $5.00 having been earned on 
the undivided issue. In these same 
periods Bethlehem earned per share 
$0.61, $1.86 and $1.57 respectively; Re- 
public Iron & Steel, $0.21, $1.83 and 
$2.91, while Youngstown showed $1.30, 
$1.84 and $3.80. 

The causes for the drop in earnings 
were lowered steel prices and low rate 
of operations. It is generally acknowl- 
edged that only low cost operations, 
through the medium of large expendi- 
tures on plant improvement in the past 
few years, enabled steel concerns to 
make even so mediocre a showing. 

While operating rates of 60 to 70% 
during summer months are not new to 
the steel industry, there has practically 
always been a sharp rebound by early 
fall, an upturn conspicuous by its ab- 
sence in 1927. The inability to recover 
sharply from the low operations of the 
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third quarter, coupled with low prices 
for steel products, have aroused some 
doubts in the minds of steel investors 
as to future prospects. Recent state- 
ments of some steel leaders have only 
served to intensify the situation. An 
analysis of fourth quarter prospects 
will serve to indicate how well founded 
this pessimism may be. 


According to a recent 
statement of Mr. Grace 
of Bethlehem Steel, 
third quarter operations of this com- 
pany were 69.3% of capacity, compared 
with 75.6% in the second quarter and 
80.3% during the third quarter of 1926. 
Shipments of the Steel Corporation are 
understood to have been at a rate of 
71% during the third quarter compared 
with 86% in the previous period. 

For the whole industry, operations 
were approximately 65-70%, which is 
about 10-15% lower than the second 
quarter rate. October operations were 
a trifle higher than the late summer 
months. The daily ingot production 
rate was 126,500 tons or 1.8% better 
than September, but approximately 
19% less than October, 1926. 

According to returns published by 
American Iron and Steel Institute, the 
corporation’s daily output in October 


Recent 
Operations 


was 49,640 tons ingots compared with 
48,900 in the previous month, while in- 
dependent operations showed similar 
slight improvement with 76,860 tons 
daily compared to September with 
75,402. 

Ingot production for 1927 for the 
first ten months is estimated at 7.4% 
under 1926. Pig iron production in the 
same period was approximately 6% less 
this year. While a difference of 7.4% 
production for this year cannot be con- 
sidered with dissatisfaction the true 
guide is the low operations of October, 
1927, compared with 1926. A differ- 
ence of 19% indicates that steel pro- 
duction in 1927 will fall behind 1926 
during the remainder of the year. 

The decrease in third quarter oper- 
ations only partially accounts for the 
relatively poor returns. The largest 
factor has been low prices for steel 
products. When it is remembered that 
in some cases income from rail and 
water carriers added to revenue in the 
third quarter, and that this will be a 
small item in the fourth period, the 
effect of low prices will be more appar- 
ent on earnings. 

According to a Bethlehem report, the 
average billing price for their products 
was $1.55 lower in the third quarter 
than in the second. Average steel 
prices are approximately $4 lower per 
ton than they were at the beginning of 
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the year. While large expenditures on 
plant improvement have aided consid- 
erably in making fair returns, these 
have been possible with high rates of 
operations only. Low production, low 
prices present quite a different picture, 
and it can hardly be expected that im- 
provements, which usually measure 
economies in fractions of a dollar can 
overcome so drastic a decline in price 
of steel products, as that witnessed in 
the last ten months. According to re- 
perts Bethlehem alone spent 167 mil- 
lions in four years on plant develop- 
ment. 


Resistance to Recent utterances 

2 9 of Grace, Campbell 
Price Cuts: and other leaders 
leave no room for doubt that present 
prices cannot produce profits. Com- 
posite averages show steel to be selling 
at 2.846 cents per pound compared with 
2.{538 cents in January. The situation 
in pig iron is even worse and adversely 
affects those concerns whose major in- 
dustry is production of merchant pig 
iron. Pre-war price per ton was $16.27, 
post-war $19.26, and present price 
$18.88. That there will be a definite 
unified resistance to further price cuts 
was intimated recently at the American 
Iron and Steel Institute meeting. How 
successful this will be remains to be 
seen. Competition has been unusually, 
and perhaps unnecessarily severe, and 
in some instances where consumers 
were agreeable to certain prices some 
producer would cut further to gain 
some business. While the same hopes 
were furnished producers by one false 
sign of strength or another in the few 
years past, there is reason to hope for 
better results with the better coopera- 
tive spirit indicated when the steel 
leaders met in October. The recent in- 
crease by corporation units on bars, 
shapes, etc., may be the forerunner of 
this feeling. The accompanying figures 
from the Iron Trade Review indicate 
the severity of the drop in steel prices 
during the past year or more. 

Statistics recently published show a 
drop of approximately 15% in produc- 
tion from second quarter to third. In- 
got production in first quarter was ap- 
proximately 12 million tons, second 
quarter 11.6 million and 9.9 in third. 
Actually July was the low point of the 
year with 3,178,000 tons, followed by 
3,470,000 in August and 3,232,000 in 
September. October with 8,289,000 
showed an 1.8% increase over the pre- 
vious month and contrasts with 4,074,- 
000 October, 1926. The decrease was 
largely due to the lack of demand by 
railroads, oil and automotive industries. 
Normally these groups constitute about 
45% of steel consuming elements so 
that any marked decline in their needs 
is evident in steel operations. 

The total steel production has been 
absorbed as over a period of years as 
follows: railroads, 26%; automotive, 
12; oil, gas, water and mining, 8; build- 
ing construction, 17; export, 5; agricul- 

(Please turn to page 288) 
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Earnings of Leading Steel Companies 











U. S. Steel 


Earnings Per Share 1927 
Ist quarter ; 2.81 
2nd quarter : 2.79 
3rd quarter : 2.15 





4th quarter 


* Figured on present capitalization. 











Colorado Fuel & Iron 


Last 
Earnings Per Share 1926 1927 Sale 


Ist quarter 4.00 76 
2nd quarter ‘ 2.01 
3rd quarter , 0.08 
4th quarter 














Bethlehem Steel 


Last 
Earnings Per Share 1926 1927 Sale 


Ist quarter 2.18 54 
2nd quarter ...... 2.04 1.86 
3rd quarter 1.57 0.61 
4th quarter 














Inland Steel 


Earnings Per Share 1927 
Ist quarter Al 1.65 
2nd quarter a 1.72 
3rd quarter : 0.90 
4th quarter 
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Republic Iron & Steel 


Last 
Earnings Per Share 1927 Sale 


Ist quarter . 2.02 58 
2nd quarter , 1.83 
3rd quarter S 0.21 
4th quarter 




















Youngstown Sheet & Tube 


Last Div. 
Earnings Per Share 1927 Sale ($) 


Ist quarter : 2.03 86 5 
2nd quarter : 1.84 
3rd quarter . 1.30 





4th quarter 


























Phila. & Reading Coal & Iron Corp. 





New Management Improves Status 


World’s Second Largest Producer of Anthracite 
—New Head of Company—Market Outlook 


_delphia & Reading Coal & 

Iron Corporation has been 
on the increase since the 
change in the management 
voted a month or so ago. 
Ranking as the world’s second 
largest producer of anthracite 
coal, the future possibilities 
of this company are the sub- 
ject of discussion and fav- 
orable comment in financial 
and trade circles at the mo- 
ment. 

For the man who seeks a 
return on his investment im- 
mediately, the capital stock, of 
course, offers little or no at- 
traction just now, inasmuch 
as no dividends are being paid 
or have been paid since the 
company was formed to take over the 
coal and iron properties formerly 
owned by the Reading Company. 

But it is the judgment of keen fol- 
lowers of the situation that holders 
of the stock who are endowed with the 
patience to forego immediate return 
will be amply rewarded within a rea- 
sonable period of time. The company 
has the coal, but there is room for im- 
provement in its marketing methods 
and facilities, say those who have made 
a close study of its affairs. ; 

Under the guidance of A.J. Maloney, 
the man recently elected to the presi- 
dency, a complete change in this phase 
of the situation is assured. The new 
head is a man unusually well versed in 
the procedure of marketing, having 
spent a long and successful career in 
the bituminous end of the business 
where he gave special attention to the 
problems of selling. 

He has given assurance of his deter- 
mination to take hold of and unravel 
the difficulties which have confronted 
not only the company of which he is 
now head, but of the anthracite indus- 
try as a whole. In this undertaking 
he is, it would seem, certain of being 
able to give his almost undivided at- 
tention to the matter of developing 
new markets and recapturing some 
portion of the demand lost in recent 
years, through the adoption of substi- 
tutes during the strike period. 


[{acptia & in the Phila- 





For the next few 
years at least, 
labor peace seems 
assured, the agreement entered into in 
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Labor Situation 
Improved 


By ROBERT DENVER 


——--— Tons——_-—_,, 
Sales 


11,191,258 
9,450,278 
7,398,974 
9,835,474 
8,707,598 

*7,899,797 
7,978,121 


Output 
11,818,542 


11,587,999 
6,924,283 
11,488,511 
10,579,001 
7,674,635 
9,868,995 


*In 1925 when operations were curtailed by the strike 
the company drew to some extent on its stocks in stor- 
age yards. 


settling the 1925 strike of hard coal 
miners having provided for an ad- 
justment of wages satisfactory to pro- 
ducer and miner alike, holding good 
until the fail of 1930. Thus the com- 
pany will have an opportunity to con- 
centrate its efforts in the interval to 
developing new outlets for its produc- 
tion and in the direction of reducing 
costs of operation. 

Formed as a holding corporation in 
1923 to acquire from the Reading Com- 
pany the coal and iron properties or- 
dered segregated from its railroad 
properties as constituting a violation 
of the Sherman Anti-Trust Act, the 
Philadelphia & Reading Coal & Iron 
Corporation, owns more than 85,000 
acres of anthracite lands, and through 
lease or otherwise controls an added 
13,000 acres, located in the unexcelled 
Pennsylvania anthracite regions. 

This area is estimated to contain an 
unmined tonnage of over 1,900,000,000 
tons, which at the current average 
rate of production, some 10,000,000 
tons annually, may be regarded as pro- 
viding amply for a virtually unim- 
aginable period of time, or almost two 
centuries. 

In keeping with procedure fol- 
lowed by most other well managed 
mining properties, this company has 
pursued the policy of writing off 
liberally for depreciation and deple- 
tion. 

The record of production and sales 
in the years from 1920 to 1926 inclu- 
sive is given in the accompanying table, 
figures on production representing the 
total output from operations by the 
company and its tenants and from 


properties owned, controlled or 
otherwise operated. 

The coal company’s equip- 
ment below ground is of the 
most modern type, but its 
above ground facilities, not- 
ably its breakers, might be -e- 
garded as somewhat deficient, 
being largely of the older and 
smaller type which requ're 
greater man-power in ope/a- 
tion than those of more mcd- 
ern construction. It is ap- 
parent therefore that room 
exists here for economies 
through the medium of in- 
vestment in the newer type 
breakers. 


Production costs per ton 
Production ®%@ now about double 

what they were in the 
pre-war days. At present the avera:e 
cost per ton production is about $6.25, 
whereas in the years before the war 
the average was somewhere around 
$3.10. The increased cost of labor, 
naturally has been the biggest factor 
in that direction, but it is estimated 
that higher taxes have added to the ex- 
tent of about 28 cents a ton, while the 
increased cost of supplies has contrib- 
uted about 36 cents. 

Yet with prices commanded in the 
retail market showing comparative or 
even greater appreciation in the mean- 
time, the inability of this big company 
to realize a more equitable profit has 
been rather puzzling. It may be ex- 
plained partially, however, if one re- 
calls the labor disturbances and sus- 
pensions of recent years, and the eco- 
nomic changes wrought in the way of 
the adoption of oil on a large scal:, 
and other substitutes during those in- 
tervals. 

For that reason it is apparent thet 
along with reducing operating cosis 
wherever possible, the big problem of 
the company is to recapture that part 
of its former market lost through in- 
ability at times to supply consumer:’ 
needs and to create new demand. Net 
sales of the company ran as high as 
$83,511,650 in 1924, including of course 
those of its iron subsidiary, and in 
1923 amounted to $89,195,635, but the 
profit after taxes and prior to inte>- 
est charges and depreciation, was only 
$3,523,382 and $5,728,324 respectively 
for those years. Thus it is evident the 
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Costs of 








way is open for improvement in net re- . 

sults through lowering of costs. St G d 
Net sales and net income for the last r C er r e€ OC ul es 

five years follow, figures for 1922, rep- 


resenting the income account of the These stocks are selected as offering best opportunities in their re- 
Is Puiladelphia & Reading Coal & Iron ° : a . : ; 
spective classes taking into consideration assets, earnings and 
financial condition of the companies represented. 


Company: 
Net Sales Net Income 
$52,786,120 *$93,431 











89,195,635 4,068,694 
83,511,650 1,020,593 For Income 
70,623,107 4,115,568 HIGH GRADE INVESTMENTS 
78,288,429 iA Div. Times § 5-Yr. Price Range 
; Div. Rate Earned— Redeem- = ———‘————, Recent Yield 
* Deficit. RAILROADS $per Share 5-Yr. Av’r’ge able High Low Price 
Baltimore & Ohio 7.8 No 73 
ed or [he iron producing properties are {hicago & North Westem ...... od 
largely given over to the manufacture N, ¥., Chicago & St. Louis...... 110 
a B= of wrought iron pipe, cut nails, heavy PUBLIC UTILITIES 
the machinery, pig iron and boiler tubes. _ 
its It. business in this direction has been Glumbia Gas & Electric...... = 
not- helped to some extent by the greater Philadelphia Company 6.5 
ee taiff protection, now enjoyed by pig Public Service New Jersey - 
lent, iron. Output is not especially large, INDUSTRIALS 
and ruaning slightly under 200,000 tons american Smelting & Ref 38 ea 
jure last year. Ore for its furnaces is pro- American Steel Foundries 1.4 6.2 
ae vided by the company’s own mines in A2f0ciated Dry Goods Ist 3 aa 
ned- New Jersey, which also produce a sur- Brown Shoe 4.4 5.9 
ap- plis for sale in the open market. pone go ane ae 
oom Though earnings of the parent com- Inland Steel Co, F8.0 6.0 
mies pony have not been all that might be %*udebaker Corp. _ ied 
us desired in the course of the last few 
by pe years, the corporation has kept itself For Income and Profits 
in sound financial condition. This is 
evident from the position revealed in SOUND INVESTMENTS 
he balance sheet at the close of 1926. RAILROADS 
At that time total assets amounted to  gojorado & Southern 2nd ’ 100 
ton $130,236,131, including $31,073,301 in Kansas City Southern . No 
ible current assets of which $9,726,576 rep- eT, Maranett Brier 6 ; 109 
the resented notes and accounts due from  §8t, Louis Southwestern } No 
ace customers. Including $3,517,306 in PUBLIC UTILITIES 
eer bank loans, current liabilities stood at : 
ow! $10,444,761. Fenn nang ag Tho 7 
ind Fixed assets, including coal and iron Engineers Public Service 82.4 6.5 
0, lands, plants, ete., were entered at oderal Tight & Braction 731 ce 
tor $94,408,573 against which there was Hudson & Manhattan R. R. Conv. 5.9 5.8 
ted charged off for depreciation depletion esi eo Gane Elec 9/5 3 
ex- of coal lands and leaseholds a total of 
the $16,158,758. Capitalization consisted of ensmeemmanne 
"ib- $30,011,333 in bonded indebtedness, American Cyanamid |; = be 
representing outstanding 5% refund- American Sugar Reining... 16 6.5 
the ing mortgage bonds of the Philadelphia Associated Dry Goods 2nd. op ca 
or & Reading Coal & Iron Company. Bosh terminal Bullaings Li 6.0 
an This issue is followed by an author- ps mama J ca “one he 
ny ized total of 1,400,000 shares of capital a... F1.7 6.1 
1as stock without par value. Not all the Devoe & Raynolds Ist - a re 
eX- stock has been issued, however, a sub- oiake Sates... 2 4.2 7.2 
re- stantial block being held in the treas- Goodrich (B. F.) C re 
Us- usy to provide for the conversion of Pillsbury Flour Mills 2 6.0 
co c rtificates of interest which are yet to eid Ice Cream .. << oa 
of bu exercised, of which the Baltimore & wv: §; Industrial Alcohol 4.3 6.0 
le, Ohio Railroad Company is the principal 
In- owner. The railroad company is under SEMLSPECULATIVE 
o ligation to either convert or other- . 
at vise dispose of the certificates on or RAILROADS 
sts before January 1, 1928. SS * ew . = 
of The stock must be rated a long-pull ~* ie) 
rt s»eculation of more than ordinary in- PUBLIC UTILITIES 
ae tvrest. - Electric Power & Light 
a INDUSTRIALS 
aS Bush Terminal Debentures T1.8 To? 6.5 
= ‘ Consolidated Cigar 4.4 107 6.9 
: Watch for a security || erin ye nih se 7 i 3 
he feature of great Heenan eli 3.0 107 aH 
b= ° Radio Corp, of America.. F3.6 F54 6.1 
value in the U. 8. Smelt., Ref, & Mng 1.2 50 71 
y Universal Pictures Ist 7.6 T103 8.1 
ly next issue. Victor Talking Machine Prior... $5.4 115 $100 7.1 
he t Cumulative up to 5% F—Four years. H—Three years. T—Two years, 
X—Price range 1926. § 1922- 1926. C—Cumulative. N—Non-cumulative. +1927, 
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An Index to Judging the Value of 
Merchandising Stocks 


A Significant Tabulation of 31 Leading Issues 


YWNHE thirty-one corporations repre- 
rT sented in the accompanying tabu- 

lation operate between 23,000 and 
24,000 stores and in 1927 will handle 
merchandise selling for about two and 
a half billion dollars. Exclusive of the 
Great Atlantic & Pacific Tea Company, 
privately owned and _ conservatively 
worth $500,000,000 if valued on the 
basis of the selling price of other mer- 
chandising corporations, the securities 
of these companies, bonds and stocks, 
are appraised in the stock market at 
not less than $2,500,000,000. It is 
startling to reflect that “big business” 
has obtained this foothold in the store 
industry in a single generation. In- 
cidentally, the list does not include such 
important chains as the Piggly Wiggly, 
Safeway, Metropolitan, David Pender, 
Child’s, Shraffts, Huyler’s, Grant, 
Grand, Newberry, U. S. _ Stores, 
National Grocery, Great Eastern, 
James Butler, Reeves, Loft, Happiness 
Candy, Fanny Farmer, Dominion 
Stores, Waldorf System, Thompson, 
Sanitary and many others. 

Tens of thousands of privately 
owned stores have been absorbed into 
larger systems or forced out of busi- 
ness by chain store competition. Em- 
ployers of yesterday have had to be- 
come employees. “Cash and carry” has 
made for more economical retail dis- 
tribution, savings to consumers and 
thrift, and is accomplishing the aboli- 
tion of a pernicious credit system. The 
social changes have been tremendous. 
They are still going on. 

Those who have seen the possibilities 
in the chain store idea have made for- 
tunes and fortunes still are being made. 


Facts About Leading Merchandising Issues 


By FERDINAND OTTER 


Witness the rise of the Woolworths, the 
Kresges, the Whelans, the Schultes and 
other new capitalists. Here is an in- 
dustry which has served well and which, 
like all industries that serve well, is be- 
ing well rewarded. The big merchan- 
dising system which is not prosperous 
is the exception. Even this year, when 
most businesses have suffered from a 
smaller volume, some of the chain store 
systems have experienced as much as a 
40% increase in sales and the industry 
as a whole is about 15% ahead of last 
year. 

The table is its own story; but a few 
words of interpretation may be helpful. 
Of course, figures never tell the whole 
truth, especially figures relating to 
comparative values back of speculative 
securities. A few years ago a table 
like this would have proved conclusively 
that the stock of National Cloak & Suit 
was cheaper than that of Woolworth or 
Sears, Roebuck & Company, whereas 
the opposite was the case. Matters of 
social and industrial changes, manage- 
ment, character of business, territory 
served, classes of population reached, 
financial stability, trade standing, capi- 
talization, relative valuation of securi- 
ties, probable growth, merchandising 
policies, merger value and competition 
are most important considerations in 
judging store stock investments. Be- 
cause G. R. Kinney Company is ap- 
praised at 7 cents per dollar of sales 
volume and Woolworth is selling at 
$2.68 per dollar of sales volume one 
cannot conclude that Kinney is the 
cheapest of all the store stocks and 
Woolworth is the dearest. 

To establish a basis on which to com- 


pare capitalization, the annual sales 
volume of each company has been (i- 
vided by the number of common shaies 
outstanding. To establish a basis on 
which to compare stock market ap- 
praisal of the various common stock 
issues, the price of each common stock 
issue has been divided by the number 
of dollars of annual sales volume that 
share represents. Naturally, a dollar 
of sales volume earning 11 cents net 
is worth more than a dollar of sales 
volume earning 2 cents net, and natur- 
ally the capitalization ratio obtained 
by this method does not take into con- 
sideration the highly important matter 
of real estate equities, which bulk so 
large in Woolworth, United Cigar 
Stores, Schulte and other high-valued 
stocks. 

Faulty and mechanical as it is, how- 
ever, the table is helpful. It shows the 
distant possibilities in stocks like Kin- 
ney, Gimbel, National Department 
Stores and National Bellas Hess, pro- 
vided the companies in question can be 
established on a sound earnings basis. 
It stresses the fact that the price of is- 
sues like Woolworth, Kresge, Kress and 
Sears, Roebuck & Company must be 
justified partly by future growth. It 
provides a basis on which to compare 
some of the new department store is- 
sues. It suggests that the spread be- 
tween two issues like Montgomery 
Ward & Company and Sears, Roebuck 
& Company is too wide. It challenges 
the investor to determine for himself 
why one department store issue sells 
so far out of line with another. The 
reader who studies it with care will 
derive much benefit. 





-Annual Sales———, 
Total Per Share 


———_—__-—_—_—__——_—Per Common Share———_________ 


Totest 
Earn- 


Capital : 
ings 


Structure dend 


Annual 
Divi- 


Storck 
Market 
Appraisal of 
$1.00 of 
Annual Sales 
Low Volume 


Selling 

Times per 

Approx. Share 1927 Range 
Recent Yield Earnings — 

Price % (Times) High 








Department Stores 


Abraham & Straus.. $26,000,0008 $167.74 


$4,250,000 Pfd. $7.412 None 


$197,500 F. D. 
155,000 Sh. Com. 


110 None 148 114 6214 $0.64 








Arnold Constable.... 15,000,0003 68.06 


~ 220,39014 Sh. com 
§ he 3.503 


No bonds 


No pfd. 


None 


42 None 12.0 53 21 0.73 








Assoc. Dry Goods... 


599, 400 Sh. com. 4.212 $2.50 


No bonds 


47 5.3 11.1 52 3914 N.F. 








12,500,0008 


{$950,000 F. D. 
$463,100 Prd. 
| “150000 Sh. Com. 


6.003 3.00 


55 5.5 9.1 59% 493% 0.62 








24,513,4572 


$3,550,000 Pfd. 
300,000 Sh, com. 
No bonds 


3.312 


| 
$20,544,200 Pfd. 


42 None 12.6 421, 34 0.51 





250 


THE MAGAZINE OF WALL STREET 





Sa.es 
a di- 
lales 
Ss on 
ap- 
stock 
stock 
nber 
that 
ollar 
net 
sales 
itur- 
ined 
con- 
itter 
Kk sO 
igar 
lued 


lOW- 
the 
<in- 
ent 
pro- 
1 be 
USIS. 
P as- 
and 
be 
It 
are 
is- 
be- 
ery 
uck 
ges 
self 
ells 
The 
will 


Facts About Leading Merchandising Issues [Continued] 





Capital 


-———-Annual Sales———_, 
Structure 


Total Per Share 


Latest 


a 


Earn- 
i dend 


Annual 


Price 


Per Common Share— 
Selling 


Times per 


r Approx. Share 
Divi- Recent Yield Earnings —-_—~——. Annual Sales 
% (Times) 


1927 Range 


High Low 


Stock 
Market 
Appraisal of 
$1.00 of 


Volume 








$2,315,000 F. D. 
$1,391, 283 Minority Stock 
80, 793 Sh. $3.50 Cl. A 
163, 318 Sh. common 


Department Stores Continued 


City Stores 19,000,000 115.644 





$7,500,000 F. D. 
$2, 666, 000 Mise. 
360, 000 Sh. com. 


Fmporium-Capwell.. 22,514,1416 62.52 


6.00° None 


544 None 


9.04 


554 41% 


4 0.46 





30 


6.7 13.4 


3714 30 


0.48 








$27,471,000 F. D. 
$21,000,000 Pfd. 
622,500 Sh. com. 


Cimbel Bros......... 130,000,0003 196.22 


3.032 None 


None _ 13.0 


59-3744 


0.19 





$1,629,250 F. D. 
47,789 Sh. Class A 
397, 227 Sh. Class B 


Hartman Corporation 17,000,0008 42.784 


2.753, 10%7 


11.48 7.6 


29364 204 


0.49 











Kresge Dept. Stores. $3,540,380 Pfd. 


10,000,0008 243,524 Sh. com. 


None Def. 


174% 10 


0.29 





$7,500,000 F. D. 


_ 350,000 Sh. com. 


80,000,0008 


2.2 


17.3 


24244 124 


0.98 





313, or? com, 
No pfd 
No F. D. 


Mandel Bros,........ 28,087,114 89.67 


5.8 8.4 


493%, 40% 











$2,778,000 F. D. 


. 10 
125,000,00019 109.26 1,144,000 Sh. 


May Dept. Stores... 
com. 








National Dept. Stores 82,026,0592 


$11,152,516 F. D. 
$14, 548,200 Pfd. 
550, 000 Sh. com. 


149.20 


4.6 13.8 


903% 


66% 





None 


None 25.0 


273% 20% 








$6,231,000 F. D. 


me 200 000 Sh. com. 


Oppenheim Collins. 21,140,39811 


4.00 


5.3 9.0 


17% 581% 








— " $3,765,800 Pfd. 
The Outlet 10,000,000 100.00 100,000 Sh. com. 


4.00 


48 13.1 


83 52% 





$4,000,000 
375,000 Sh. com. 


{ 
( 
41.06 { 
{ 
{ 
i. 
{ 
t 


The Fair 


2.40 


7.2 9.8 


36 2444, 0.45 














$23,727,000 Pfd. 
1,992,218 Sh. com. 
No F. D 


Chain Scores 


Great A. & P. Tea.. 500,000,000!2 250.97 


6.1012 3.00 


14 





$2,550,000 Pfd. 
120,000 Sh. com. 
No F. D. 


Jewel Tea 14,568,2589 121.40 


None 9.0 


73% 52% 





$4,991,700 Pfd. 
595,000 Sh. com. 
No F. D 


First National Stores 60,000,000 100.84 


5.8 10.4 


30 19% 








Kinney, G. R........ 


$1,841,500 F. D. 
$5,427,400 Pfd. 
60,000 Sh. com. 


24,806,0699 413.73 





$9,876,869 F. D. 
$2,000,000 - 
3,678,620 Sh. com. 


Ss. S 133,000,0003 36.15 


Kresge, 





$480,000 Pfd. 
960,000 Sh. com. 
No F. D. 


56,000,0008 58.33 


Kress 





$9,437,077 F, D. 
$5,000,000 Pfd. 
455,772 Sh. com. 


McCrory Stores 38,000,000 83.37 


None 9.6 


45 1934 





16 21.1 


774%, 45% 





4.539 1.003% 


1.013 20.5 


105% 59 





1.60 


19 176 


8615 5515 








$702,000 F. D. 
$3,260,000 Pfd. 
150,000 Sh. com. 


National Tea 56,000,000 373.33 


2.4 16.0 


17414 108 





$28,156,100 F. D. 
$9,425,000 Pfd. 
1,116,152 Sh. com. 

$20,000,000 Pfil. 
4,999,194 Sh. com. 


Schulte 41,000,0003 36.73 





United Cigar Stores.. 87,262,000° 17.85 


6.9 10.2 


57 47 





2.008 


8016 34 


7.317 17.0 


38% 325% 





12,932,500 F. D. 
Woolworth 280,000,0008 71.79 ' 900,000 Sh. com. 


9.003 5.00 193 


2.5 214 


196% 117% 











$5,750,000 F. D. 
205,000 Sh. Class A 
1,141,251 Sh, com. 


Mail Order Houses 


Montgomery-Ward .. 200,000,0003 175.24 


4.7 9.5 


86 660% 





$6,624,700 Pfd. 


200.00 200,000 Sh. com. 


National Bellas Hess 40,000,000 


| 
| 
| 
| 
| 
| 
| 


2.003 None 


37 


None 18.5 


44%, 31% 





4,200,000 Sh. com. 
No Pfd. 
No F. D. 


69.04 


——i en ees tae ae eile, ian, ile: cee cali edie cen, eink wae 


Sears-Roebuck 290,000,000 


7.003 2.50 


79 


3.1 11.3 


79% 51 








NOTES: (1) 
by annual sales volume per common share, 
mated on Class B for year to end January 31, 1928. 
(8) On basis of 24 for Class A stock. 
(11) Year ended July 31, 1927, 
(15) Class A, 


(2) Year ended January 31, 1927, 


selling at 24, 
ing recently acquired properties, 
Stock privately held, no public quotation, 


for DECEMBER 8, 1927 


(16) Plus 5% in common stock, 


(6) Year ended July 31, 1927, including new properties, 
(9) Year ended December 81, 1926, 
(12) Year ended February 28, 1927, 


(4) Class B stock, 


1.14 


This column ignores market appraisal of securities senior to common stock, the figures in it being obtained by dividing recent price 
(3) Estimated, current fiscal period. 


(5) Esti- 


(7) Payable in Class A stock recently 


(10) Estimated for year ended January 31, 1927, includ- 
. (18) Plus extras in preferred stock, 
(17) Including stock dividend. 


(14) 
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“Intelligent Use of Present Income Will Assure Financial Independence’”’ 


Building Vour Future Jncome 


An Cducattonal Bepartment 


NGL WCL SL LNG NG 


aN IYO ONION 


¥en 


ETE) 


This department is the contribu- 
tion of The Magazine of Wall 
Street to the financial education 
of the nation’s present and future 
investors and business executives. 





YET AN EQN ONION I TOUTOSUTOVIFO 


Through this medium we extend 
to our subscribers an opportunity 
to assist us in spreading the doc- 
trine of safe and sound investment 
by using these pages as a practical 
guide to financial success in 
schools and universities; and, in 
their own homes and offices. 
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THE BUSINESS LEADER 
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The Education Fund 


making due allowance for the years of post- 
poned earning power—at approximately 
$10,000. 

If there is only one child who is to enjoy a 


SUBSCRIBER wrote us recently of his 
A difficulty in saving any appreciable por- 
tion of his income in view of the fact 
that his family numbered a wife and twelve 


L I 











children. We are still marveling over his 
ability to insert the words “appreciable por- 
tion.” Certainly his problem is difficult and 
one that will be sympathetically recognized by 
many whose offspring are far less numerous. 
Today, when families of the class to whom we 
-naturally look to perpetuate the best in our 
‘civilization average scarcely two children each, 
the demands of the present-day standard of 
living seem to impose an equal or greater bur- 
den on the family budget than in the days of 
our forefathers whose families were more of 
the order of magnitude set by our corre- 
spondent, 

Along with the cost of the many luxuries 
and conveniences which we have come to re- 
gard in the light of necessities has come an 
increased cost of education. Particularly is 
this true of the higher education which in this 
age of specialization seems increasingly neces- 
sary to equip the rising generation for the bat- 
tle of life. Dean Gauss of Princeton recently 
estimated the cost of a college education— 


special training, such a sum, or even a modest 


. multiple thereof, is of no little moment in al- 


most any family’s finances; and if the expense 
is not to involve untoward sacrifice, it should 
be planned for long before the time when it 
will be needed. 

Insurance companies offer suitably matur- 
ing policies to provide the funds to defray the 
expense of a college education. Elsewhere in 
these pages are to be found several queries 
from readers on this subject, together with re- 
plies and suggestions by the insurance editor 
which should prove helpful to those whose situ- 
tion is at all analagous. Another means of 
providing an educational fund is through in- 
vestment, involving systematic saving such as 
building and loan shares or the installment 
purchasing of sound income-bearing securities. 

Whatever the means chosen, however, early 
provision for the ultimate demand is quite ob- 
viously the important feature. Let the feeling 
of having afforded the best for the children 
contribute to the peace of mind of later years. 
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Building our Future Income 

















The Real Cost of Small Loans 


A Compilation of Figures Prepared Specially for The 
Magazine of Wall Street by Rolf Nugent, Depart- 
ment of Remedial Loans, Russel Sage Foundation 





TYPE OF LENDING INSTITUTION 


USUAL SECURITY 


APPROXIMATE 
AL 


EXTENT OF ANNU. 
INTEREST RATE 


OPERATION 





Loan Sharks 
(Operating in deflance of usury laws) 


Wage Assignments 
Chattel Mortgages 
(furniture, autos) 


30 or more states 240—480% 


24 states without Uniform Small 
180—300% 





Unregulated Pawnbrokers 
(Operating in defiance of usury laws) 


Jewelry and other pledges 22 states without regulatory laws.. 60%—up 





Small Loan Companies 
(Operating under Uniform Small Loan Law) 


Chattel Mortgages 
Wage Assignments 


24 states having Uniform Small 
Loan Law 36—42% 





Regulated Pawnbrokers 
(Operating under regulatory legislation) 


Jewelry and other pledges 26 states 2460 % 





Second Mortgage Companies and Private Second Mortgage Lenders 
(Operating for most part without legal sanction) 


Second and Third Real 
Estate Mortgages 15—60% 





Industrial Banks 
(Loan and investment companies, ‘‘Morris Plan,’’ eto.) 


Co-Makers, Second 
Mortgages 
Investment Securities 


Under special legislation in 23 states 17—35% 
(1927) and in several other states 
without enabling legislation .... 13—24% 





Remedial Loan Societies (semi-philanthropio) 


Association, Boston, etc.) 


(Provident Loan Society, New York, Workingmen’s Loan Jewelry, Chattel Mortgages, 98 societies in 18 states 12—30% 


ete, 





‘‘Axias’’ (Racial loan associations, operating without 
sanction) 


Co-Makers 


Large industrial communities 12—30% 





Credit Unions (Cooperative loan and thrift societies) 


Co-Makers, Second Mort- 
gages, other Security 27 states with credit union laws... T—15% 





Building and Loan Associations (Cooperative) 


Real Estate Mortgages All states 











Investment Securities, First 
Mortgages 





Be Your Own Money-Lender 


It Will Pay You from 10% to 480% Per Annum 


P\HOSE who do not save money may be divided 
[ into two classes—first the class that simply 

has not the backbone and determination to 
eliminate extravagance and reckless spending from 
‘heir lives. They mean well. They hope to save 
“something, sometime.” But they never do! And 
there is very little to be done for such people. In- 
spiration and encouragement may get them started 
on the Road To Thrift, but will not keep them 
going. 

There is also a second group of spendthrifts— 
those who do not believe in thrift, conscientiously 
and sincerely think that thrift does not serve any 
purpose in their lives. When they need money, 
they say, they. will get it somehow and in the mean- 
time they will spend their income in the manner 
that best suits their taste. This type of person is 
not weak-willed; nor is he ignorant. The four or 


for DECEMBER 8, 1927 


five per cent that his savings will earn, offers ne 
incentive to save. It is a miserly return. He can 
spend his money to better advantage elsewhere and 
somehow “get by” when he needs ready cash. 

That’s the catch to this theory. Can you 
actually get money in a pinch or do you just think 
that you can? Are you familiar with the small loan 
market? Do you know the rates? Are you not a 
bit too optimistic about “getting by” when ready 
cash is needed in any emergency? 

If so study the figures carefully in the tabulation 
published above. These are actual facts, prepared 
by an expert in the small loan field, and not guesses 
or theories. These are the rates that you can earn 
for yourself in addition to that “measly four or 
five percent” by saving money regularly and be- 
coming your own money lender in times of stress 
or emergency. 
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Schedule for Accumulating 
a Capital of $60,000 
Table I 


Total aecumu- 
Income from lated at 
Investments end of year 


$000 $000 

8,000 

6,680 
11,091 
16,206 
22,078 
28,753 
36,278 
44,255 
52,710 
61,673 


Savings 


3,163 





Figure I 


Me 
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matters during the first month or 
two. Our interest in financial af- 
fairs was intensified by the care- 
free spending of most of our 
friends. Their bea::tiful fur coats, 
their luxurious automobiles and 
their expensive entertaining made 
us ask each other: How do they do 
it? Before long, now one and then 
another of our friends ran into 
“rainy days” and thus we learned 
that they were spe.ding their 
money as fast as they earned it. 

Profiting by their experiences— 
some of them reu) , pathetic—we 
made up our mind to follow an en- 
tirely different financial policy. 
Some of you who read this plan 
will say we have leaned over 
backward in our efforts to provide 
for the rainy days. We readily 
admit this possibility but we do not 
regard it as blameworthy to lean 
over backward where so many of 
our friends are rushing pellmell 
down the steep slope of extrava- 
gance at the bottom of which lies 
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SL 1 
HAVE read many of the plans for 
I financial independence published in 

THE MAGAZINE OF WALL STREET. 
and every one I have found interesting 
and profitable. Because my plan seems 
different in several 
respects from those I 
have read, I am sub- 
mitting it in the be- 
lief that it may inter- 
est some of your 
readers. It must be 
evaluated as a plan, 
not as a record of 
past performances, 
though it has been 
followed successfully 
for three years. 

In 1924 both my 
wife and I began col- 
lege teaching in the 
same town. The ex- 
pense of post-gradu- 
ate study had ex- 
hausted all our funds 
so when we began our 
new work we started, 
financially, from 
secratchh Our com- 
plete lack of funds 
naturally made us in- 
terested in money 


Electricity 


Periodicals 


CE tT Tt tt 


Rent 





EXPENSES 
A. Monthly Fixed Charges: 


Aid to Parents 


Annual Fixed Charges: 
Teachers’ Retirement 


Traveling Expenses 
Gifts and Taxes 
Summer School— 


the mire of Dependent Old Age. 
We were greatly helped to see finance 
in what we believe is its true perspec- 
tive by THE MAGAZINE OF WALL STREET, 
at first bought at a news-stand but now 
regularly subscribed to. Stimulated by 





. Laying the F oundation 
| For a Secondary Income 


The Income Building Problem of a Professional Couple 


By T. D. T. 


its many practical suggestions, we re- 
solved to lay the foundations of a 
secondary income for the rainy days w 
were certain would come but which our 
friends persisted in ignoring. We de- 
cided that a secondary income of $3,600 
would be sufficient for our needs; con- 
sequently, we have set $60,000 as our 
goal for the present. This $60,000 in- 
vested to give an average return of 6% 
would, we argued, give us our secondary 
income in increasing annual amounts 
as shown in Table I and Figure 1. 

Some of the most difficult obstacles 
in our path were purely psychological 
ones, traits which are part of many 
teachers. Like most other human be- 
ings, teachers have a large admixture 
of conceit. Also, coming, as most of 
them do, from rather humble surround- 
ings, teachers are sometimes “social 
climbers.” They aspire to be included 
among the “best people” of the town 
where they are employed. These aspi- 
rations rest upon a foundation of 
bridge parties, dinners, trips, clothes 
and automobiles, in other words, upon 
financial “showing off.” 

If our $60,000 goal was to be at- 
tained we realized that we would have 
to forego most if not all of these 
‘“necessities”—and forego them we did. 
We neither give nor attend bridge par- 

ties nor dinners; we 
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OUR BUDGET FOR 1927 


INCOME 


Regular Salary 
Summer Salary 


plied by 12 





EXPENDITURES 
Monthly Fixed Charges multi- 


Annual Fixed Charges 


take no trips, except 
on the long vacations 
at Christmas and 
Easter; our clothes 
we buy when and be- 
cause we need them 
and, believe it or not, 
we do not own an 
automobile! Aren’t 
we terribly unpopu- 
lar? you may ask, 
gentle reader. We an- 
swer, “No.” We have 
gradually trained our 
friends not to expect 
from us their signs of 
opulence. Perhaps 
over the cards our 
friends may call us 
names—tight-wads or 
stingy —but these 
terms are merely the 
whips which lash our 
associates into con- 
formity, i. e, into 
wasteful spending. 


$1,401.00 
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difficulties. 





The financial plan presented here is 
based upon both our salaries which 
have an annual increase up to a com- 
bined maximum of $8,000 a year. Be- 
fore reaching its present form, our 
hudget experienced a good deal of “trial 
and error.” During our first year we 
caved about $2,000. Then we had our 
first rainy day. The parents of one of 
us had to be assisted in buying a house 
and making necessary repairs. These 
expenses exhausted our $2,000. We 
had merely gone around the track and 
were back again at scratch, ready to 
begin the race anew. The second year 
we saved $8,000. In the third year our 
savings were $3,500, thanks to the an- 
nual increase. The budget, which we 
have followed for the past three years 
and which we feel certain will carry 
us to our $60,000 goal, barring murder 
or the hangman, is shown on these 
pages. ~ 

Teaching is seasonal work. Our 
monthly pay checks arrive only ten 
times a year but our expenses are on 
the well-known twelve-month basis. So 
far during the Summers of the years 
covered by our plan we have attended 
the Summer session of a university in 
a city. One of us has 
heen teaching during 
the Summers at the 
same university. For 
this teaching he re- 
ceives a small com- 
pensation that helps 
to reduce the deficit 
which characterizes 
all our Summers. Be- 
cause of the seasonal 
nature of our work, 
two classifications of 
expenses have been 
made in our budget: 
Monthly Fixed 
‘harges and Annual 
Fixed Charges. 

We are living in a 
small town, conse- 
juently, asour budget 
shows, our living ex- 
penses are moderate. 
The four-room apart- 
ment for which we 
pay $40 a month, 
heat included, is in 
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{ This article is more than a Savings Plan. It is a \ 
real study of the psychological obstacles that 
stand in the way of successful wealth accumula- 
tion, and a practical method of overcoming these 
The author learned at an early date 
that it is impossible to eat one’s cake and have it 
too—so he decided to devote his income to the 
creation of an investment reserve that would 
stand him and his family in good stead in later 
a years. J 











the business section and within 
five-minutes’ walk of our work. 
Gas is supplied on the quarter-in- 
the-meter plan. Since we are near 
the shops and our work, we have 
all our meals at home. The $15 a 
month for books may seem ex- 
cessive but books are a necessity 
for our jobs. At present prices 
$15 doesn’t buy many books. 

Among our Annual Fixed 
Charges is 4% of our salaries for 
the Teachers’ Retirement Fund. 
At present this charge is $262. 
This amount is deducted in month- 
ly installments from our salaries 
before our pay comes to us. If 
and when we give up teaching, the 
entire sum we shall have paid in 
will be refunded to us. To many 
of our teacher-friends this retire- 
ment fund is their sole provision 
for financial independence. It has 
been completely disregarded in our 
plans, however, since such funds, 
we feel, are at the mercy of the vaga- 
ries of politicians. If we should ever 
receive anything from this fund it will 
bea “itt.” 

The $75 we pay for periodicals in- 
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Table I 


PLUMB 


Annual Advances Toward 
the $3,600 Goal Line 


Secondary Income 
Income at End of Year 


$5,200 $000 
5,650 180 
6,100 401 
6,550 665 
7,000 972 
7,450 
7,900 
8,000 
8,000 
8,000 
8,000 


Earned 


| 
| 
| 





$0.000 


CTT TC 


Figure II 
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ead aid Income 


| 
The G6! Line 


econ oy nco 


1924 25 26 27 28 29 30 315 32 33 34 
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cludes both professional and general 
publications. In the former class we 
place THE MAGAZINE OF WALL STREET. 
The $300 Travelling Expenses to visit 
our relations at Christmas and Easter 

vacations and the $90 
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PRIZE CONTEST WINNERS ernie 


will be announced in the 


Christmas (December 17) Issue 


AN APPRECIATION— 


Thanks to the active interest and hearty 
cooperation of B Y F I readers, our latest 
prize contest has proven to be one of the 
most successful contests ever conducted by 
this department. Readers may look forward 
with keen anticipation to the pleasure of 
reading unusually interesting and practical 
articles on investments, thrift plans and 
home owning, in the “stories” sent in by 
contestants that will be published in sub- 
sequent issues on these pages. 


spent during Summer 
School comprise about 
the money we 
sporting. 
Both of us enjoy the 
out-of-doors — camp- 
ing and hiking — and 
thus we get our fun 
out of pleasures that 
are inexpensive. 
Until we arrive at 
our goal we intend to 
maintain our present 
standard of living. 
Our annual increases 
in salary, therefore, 
will be added to the 
Balance for Invest- 
ing. In four years 
our combined salaries 
will reach their maxi- 
mum, $8,000 and our 
Balance for Invest- 
ment will then reach 
(Please turn to 
page 298) 
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How Shall We Protect Their Future? 


Inquiries from Readers Who Are Concerned with Guar- 
anteeing Education and Income for Their Children 


By FLORENCE PROVOST CLARENDON 


Insurance Editor: 

As a reader of your magazine, I am desirous 
of obtaining scme information regarding Educa 
tional or Endowment Insurance for my daughter, 
14 months old. It is requested that vou send 
me the names and home office addresses of the 
best companies to aptly to for this tvbe of 
insurance. Enclosed is a stamped envelobe tor 
Rs truly, 


of answering. Yours very 

I am in receipt of your letter asking 
information regarding insurance to 
provide proceeds for an educational or 
endowment for your little daughter, 
now 14 months old. 

We have advocated the placing of 
life insurance on the life of the parent, 
or breadwinner, for the benefit of the 
child, rather than on the life of the 
child. If insurance is placed on the 
child’s life and the parent—father or 
mother—dies, it is possible that funds 
may not be forthcoming to continue the 
premium payments. On the other hand, 
if the policy is taken on the life of the 
father for the benefit of the child—let 
us say on a 15-Year or 20-Year Endow- 
ment form—and the father dies before 
the maturity of the Endowment, the 
proceeds of the policy are immediately 
available for the young beneficiary. 
They may be held by the insurance 
company until the funds are needed 
for the child’s education, with yearly 
interest accumulating on the proceeds; 
or they may be paid over to a duly 
appointed guardian who will use the 
money for the purposes designated. 

We would suggest that you consider 
taking a 15-Year Endowment on your 
own life for the benefit of your child, 
with proceeds payable in four or five 
annual instalments—the policy say for 
$4,000. This would be available for 
her higher educational expenses. A 
further policy for $2,000, or more if 
you so desire, taken on the 20-Year 
Endowment plan would provide a gen- 
erous endowment for your daughter 
when she reaches her majority. 

Practically all of the Old Line com- 
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panies will write these forms. I en- 
close rate slip of an Old Line company 
which lies conveniently beside me, 
these rates being on a non-participat- 
ing basis. The participating rates 
would call for a premium of from 20% 
to 25% higher, reducible by annual 
dividends. If you wish rates of any 
particular company, I shall be glad to 
obtain them for you, with application 
blank. 


For the Education of a Seven-Weeks-Old 


Insurance Editor: 

I have a seven-wecks’ old baby and wish to 
know what is the best form of insurance to take 
out to insure his education. I have been offered 
a policy which insures the life of the child and 
maturing in twenty years. This particular policy 
is issued by the company and costs twenty- 
five cents a week. It has cash surrender values. 
endowment values and paid up life values. 

Do you consider this policy preferable to one 
taken on the life of the parents, the proceeds of 
which could be used as an educaticnal fund for 
the child. The mother of the child is 37 and 
the father is 42. With these facts. will you 
kindly advise me what is the best thing for me 
to do. Thanking vou for your courtesy. I am. 
very truly yours. J. C. McC. 

Insurance by weekly payments serves 
an essential need for workers on small 
salaries who can budget their expenses 
in this way to provide for policies of a 
few hundred dollars, and also secure a 
funeral benefit which may be needed at 
a critical time. For. the man whose 
business position permits him to con- 
sider life insurance for $1,000 or more, 
weekly payment policies are not the 
type he should seek. 

I would advise the placing of insur- 
ance on the life of the parent, or bread- 
winner, for the benefit of a child, rather 
than on the life of the child. At your 
age of 42 you can secure $1,000 at death 
or at the end of 20 years for an annual 
premium of less than $44—approxi- 
mately 85 cents per week; but of course 
you do not: pay this in weekly doles. 
You will find that this is a much better 
return for your money than the “indus- 


trial” insurance on your child’s life, 
while if the child were to die the lozn 
or cash value of the insurance wou'd 
provide necessary funeral benefit. 

If the father’s policy includes tlhe 
Disability Benefit, the coverage is made 
still broader, because then, in event of 
his total and permanent disability oc- 
curring prior to the maturity of the 
Endowment, all premiums on the policy 
will be waived, and the insured himself 
will enter on an annuity income of 1°: 
per month of the face of the policy pay 
able up to the time of the maturity of 
the Endowment. On maturity, the ful! 
proceeds of the policy will then be 
available for the benefit of the child’s 
education, or it can be drawn in instal- 
ments thereafter for five years if so de- 
sired. Total and permanent disability 
must occur (according to the contract: 
of many companies) prior to age 60. 


Income for the Daughter 
Insurance Editor: 


I wish to take advantage of vour offer to 
answer questions about insurance problems because 
I would like to get information concerning insur 
ance for my daughter. I desire to direct 1m 
my will that a certain sum from my estate shal 
be used for the purchase of an annuity in favor 
of my daughter; payments to begin as soon as 
tossible after my death. Is there any insuranc: 
company (or companies) from which I can buy 
an annuity in this manner? My age is fiftv-on: 
and my daughter is sixteen years old at present 
Thanking vou for vour attention to this reques: 
T am, yours truly, M. R, M. 

If you are in physical condition to 
pass the usual examination, I would 
suggest that you take insurance on 
your life, naming your daughter as 
beneficiary. You can thus immediately 
set up an estate for her, with proceeds 
immediately payable on your death. 
The proceeds of the life insurance could 
be made payable as an annuity monthly 
income for life. It should be definitely 
stipulated when applying for the policy 

(Please turn to page 266) 
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How To Analyze Your 
Investment Holdings 


A Series of Educational Investment Articles 


Western Pacific Railroad 


Ist Mortgage, Series A, 5s, 1946 


ESTERN PACIFIC has come into considerable 

\Y) prominence during the past year because of its 

strategic position in connection with the larger 

systems of the West and the valuable outlet which it 

provides to the Pacific. Hence, it is a factor in more 
than one of the great mergers proposed. 

Although classed as one of the smaller roads, 
operating only 1,046 miles, its main line forms a con- 
nection between the San Francisco area and Salt Lake 
City, thence over the Denver and Rio Grande, which 
it jointly owns with Missouri Pacific, to Denver. For 
nearly a quarter of a century it has been in the posi- 
tion of a road with a high property valuation and 
relatively low earning power, because, until recently, 
of the slow development of the territory between its 
terminals. During the past ten years, however, it has 
succeeded in practically doubling its traffic. 

While it is grouped with Atchison by the I. C. C., 
and would also form a desirable purchase for South- 
ern Pacific, the acquisition of a controlling interest 
last year by Arthur Curtis James would rather in- 
dicate that its destinies lay with Burlington and hence 
in the Great Northern-Northern Pacific merger. 
Whether under this impetus or not, the road is em- 
barking on a reconstruction program to extend over 


a period of five years. Moreover, a major part of this 
rebuilding and extension of feeder facilities is ex- 
pected to be financed through earnings. While this 
extensive program somewhat impairs the dividend 
prospects of the preferred stock it strengthens, rather 
than weakens, the position of these bonds. The funded 
debt of Western Pacific constitutes only 31% of total 
capitalization, and, averaging the past ten years, in- 
terest charges have been earned thereon 2.25 times. 
Last year was also in line with this average, but large 
expenditures in maintenance of road and equipment 
give evidence of reducing the margin this year in spite 
of a larger indicated gross revenue. Any reduction 
in net, however, is no more than a reflection of the 
rebuilding program and hence an increasing in the 
physical security of the bonds. 

The 1st mortgage 5s are the senior obligation of 
the road. Of the fifty million authorized, 33 million 
are outstanding, constituting 73% of the total debt. 
They are secured by a prior lien on 1,093 miles of 
road and deposited securities aggregating $949,500. 

While the yield of 5% is slightly below the average 
of the other securities in our table, these bonds repre- 
sent not only prime security but bring to the group 
the highly essential quality of diversity. 





readers. 
consideration. 
may become unfit for retention. 


CUMULUS 


Approxi- 
mate 
Price 


Yield 
to 
Maturity 
4to4%% 
5 to 6% 
3 to 8%% 
5.15% 


THE FIRST $500 


Savings banks ts are r 

deposits of regular savings, to yield 
Shares of well managed Building & Loan Assn. 

are recommended on the monthly payment plan 
Endowment Insurance is a suitable medium for 

the investor and yields a return of ree 
*Laclede Gas Light Ist and ref. 54s, 1953.... 105 





THE NEXT $1,000 


International Mercantile Marine Ist & coll. 
6s, 1941 


+TN. Y. Steam Corp. 6s, 194 
+Western Pacific Ist 5s, 1946. 


BYFI’S INVESTMENT SUGGESTIONS 


These investment recommendations are now a regular feature for the guidance of BYFI 
With the original selection of each issue, safety of principal has been a foremost 
Each issue is watched continuously and will be replaced at any time that it 
Such changes will, of course, be brought to the reader’s 
attention, if and when they 





occur. 


Approxi- Yield 

mate to 

Price Maturity 
5.20% 
6.23% 


$5,000 FOR INVESTMENT 


Cuba R. R, Ist 5s, 1952 

Shulco Co., Inc., Guar., Ser. ‘‘B’’ 614s, 1946... 
U. 8, Rubber Ist 5s, 1947 5.56% 
West Penn Electric $7 Pfd 6.40% 
U. 8. Smelting & 7.10% 
American Sugar Refining $7 Pfd 6.50% 


THE NEXT $5,000 (a) 


Seaboard Air Line Ist Cons, 6s, 1945 
Nassau Electric 4s, 1951 

Western Maryland Ist 4s, 
Brooklyn-Man, Tr. $6 Pfd 
International Paper, $7 Pfd. 
tAmerican Tel. & Tel, common ($9) 


ET 0 Ts) Gar 





* Available in $100 units. f Available in $500 units. 
+ Recommended to hold only. 





(a) This group is selected with a view toward probable enhancement in principal. 
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Business Turns for the Better 


Closing Weeks Give Promise of Increased Activ- 
ity as Buying Increases and Prices Strengthen 





STEEL 











Buying Picks Up 


starts in an upward direction in 

the past two or three months that 
an element of uncertainty enters into 
the situation whenever reports are cir- 
culated that the steel industry has 
turned the corner. Now, however, defi- 
nite signs are evident that substantial 
revival is getting underway; more con- 
fidence is noted in the attitude of buy- 
ers; prices are firmer and steel makers 
are favoring increased operating 
schedules with a view toward speeding 
up volume of production. Steel Cor- 
poration mills are leaning toward 
greater activity and independents seem 
likely to follow suit. Incidentally, the 
Steel Corporation is in an excellent 
condition to augment productive capac- 
ity in view of the sharp upturn in un- 
filled orders as of October 31. If 
bookings of other companies have 


(Please turn to page 293) 


— have been so many false 








COMMODITIES* 


(See footnote for Grades and 
Unit of Measure) 
——_ —1927__—_, 
High Low *Last 
Steel (1) $35.00 $33.00 $33.00 
Pig Iron (2).... 19.00 17,00 17.00 
Copper (3) 135 0.1214 
Petroleum (4) .. 1.90 1,03 
Coal (5) 2.37 1.75 
Cotton (6) 0.12% 
. 1.37% 
0.851% 
0.08% 
Steers (10) 00 0.10% 
Coffee (11) fs 0.13% 
Rubber (12) .... 0. . 30 
Wool (13) 0.45 0.42% 
Tobacco (14) ... 0. 0.12 
Sugar (15) ‘ 0.041% 
0.05% 
.034%4 0.08% 
Lumber (18) ... 23.15 19,15 20.83 


* Nov. 19. 

(1) Open hearth billets, $ per ton; (2) 

Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; 
No. 2 red, New York, $ per bushel; 
No. 2 Yellow, New York, $ per bushel; (9) 
Light, Chicago, c. per pound; (10) Top, 
Heavies, bepprerg c. per lb.; (11) Rio, No. 
7, Spot, c. per lb.; (12) First Latex crepe, 
ce, per 1b.; (13) Ohio, Delaine, unwashed, 
ec, per lb.; (14) Medium, Burleigh, Ken- 
tucky, c. per lb.; (15) Raw Cubas, 96° 
Full Duty, c. per lb.; (16) Refined, c, per 
lb.; (17) Newsprint per carload roll, c. per 
Ib.; (18) Yellow pine boards, f, 0. b. $ 
per M. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—An upward movement is apparent in steel. Prices 
are firmer and the recent advance in bars, plates and 
shapes is doubtless a forerunner of further strength. 
Output should reflect substantial increase as demand 
broadens. Railroads are still most active purchasers. 


METALS—European buying of copper shows little evidence 
of restraint and domestic demand is growing in volume. 
Producers are now asking 1334 cents and present rate of 
consumption suggests further advance. The market for 
lead and zinc is steadily evincing more strength, with 
further improvement likely to be witnessed. 


PETROLEUM—wWhile crude oil production has been con- 
siderably curtailed, the present supply of stocks is too 
large to permit any great improvement in the immediate 
situation. Restrictive measures, however, are aiding the 
industry to slowly work into a better position and pros- 
pects for the future are slowly improving. 


TOBACCO—Government crop report estimates that produc- 
tion of tobacco will be about 1,190,357,000 pounds this 
year as compared with 1,301,211,000 pounds in 1926. 
With consumption, on the other hand, continuing its 
steady ascent there is a possibility that manufacturers 
may encounter shorter supplies and higher raw material 
prices. 


SUGAR—FEfforts of Cuban Government to induce leading 
European beet-sugar producing countries to cooperate 
in regulating world’s output of sugar give every evidence 
of being successful. The chief effect will be the stabiliz- 
ing of markets, which already evidence increasing con- 

ence. 


LEATHER—Markets are firm, with hide prices scoring an- 
other gain. Demand continues active and prices are in a 
position to show further improvement in view of gen- 
erally low condition of stocks. Production of boots and 
shoes in September showed a decline of 1,271,000 pairs as 
compared with the preceding month but is up 2,116,000 
pairs from the total reported in the same month a year 
ago. 


PAPER—Production of newsprint continues at rate in ex- 
cess of present consumption requirements. As a result 
of over-rapid expansion lowering of operating schedules 
has taken place and the unequal pace of consumption and 
production will undoubtedly enter into the price situation 
when contracting for the new season begins. 


SUMMARY—Conditions still maintain an irregular appear- 
ance, but the number of industries facing brighter pros- 
pects is increasing and constructive factors considerably 
outnumber unfavorable influences. Commodity markets 
are stronger and increased buying offers encouragement 
for coming months. 























SHOULD OIL STOCKS 
BE BOUGHT NOW 


—or will they go still lower 


AS the petroleum industry seen its worst? Are there indica- 

tions of higher prices soon for PHILLIPS, VACUUM, MID- 
CONTINENT, MARLAND, and ATLANTIC REFINING? Or will 
such stocks as TEXAS CORPORATION, LAGO, SKELLY, and 
others re-act before they advance materially? 


Certain authorities assert that oil stocks should be left entirely alone 
—that continued over-production and further dividend cuts will cause 
much lower prices. Others claim that certain oils are now being 
accumulated by strong financial interests and that there should be 
a sharp advance in this group this winter. 


Who is right? It is important to know because the oils offer unusual 
profit possibilities if the industry has turned the corner. 


Our Current Stock Market Bulletins contain valuable information for 
anyone who is holding oil shares or thinking of purchasing them. 
These Bulletins also discuss: 


The outlook for important industrials. Is WESTINGHOUSE 
ELECTRIC headed for still higher prices? And what of RADIO, 
CORN PRODUCTS, FREEPORT TEXAS, and MONTGOM- 
ERY WARD? 


The future of the rails. Should profits be accepted in certain 
members of this group? Or are there indications of a strong rail 
market and higher prices for ATLANTIC COAST LINE, 
CHESAPEAKE CORPORATION, CHESAPEAKE & OHIO, 
PENNSYLVANIA, ROCK ISLAND, FRISCO, WABASH and 
GREAT NORTHERN? 


The steps which immediately should be taken with regard to 
WESTINGHOUSE AIR BRAKE, AMERICAN STEEL, 
FOUNDRIES, CERRO DE PASCO, CONSOLIDATED 
CIGAR, NEVADA COPPER, LORILLARD, GENERAL MO- 
TORS, INTERNATIONAL MATCH PREFERRED, AMERI- 
CAN EXPRESS, MATHIESON ALKALI, and others. 





If you are interested in the oils or in any of the above-mentioned 
securities, we shall be glad to send you copies of our current Stock 
Market Bulletins. Also a Special Analysis of a medium-priced issue 
which we believe will advance considerably. 


SIMPLY MAIL THE COUPON BELOW 











Kindly send me_ your 
current Stock Market 
Bulletins. This does not 
obligate me in any way. 











— 
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@ ANSWERS ‘TO INQUIRIES 


SUBSCRIBERS—ATTENTION 


The Inquiry Department enables you to department. The inquiries presented in 
adapt THE MAGAZINE OF WALL STREET each issue are only a few of the thousands 
to your personal problems. If you are a currently received and replied to. The 
yearly subscriber, you are entitled to re- use of this personal inquiry service in con- 
ceive FREE OF CHARGE a reasonable junction with your subscription to the 


2 Weaauitcarstierey 


you may be interested. 





1 


number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
Inquiries cannot 
be received or answered by telephone nor 
can personal interviews be granted by this 


subscribers of 
swered. 


Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 


Inquiries from non- 
course cannot be an- 

















B. F. GOODRICH 


At your suggestion several months ago I 
bought 25 shares of B. F. Gocdrich stock at 52. 
I bought it for investment purposes but I have 
such a substantial market profit that I am won- 
dering whether you would suggest selling the 
stock now?—E. P. N., Pittsburgh, Pa. 

At the end of 1926, B. F. Goodrich 
reduced inventories to a minimum, the 
wisdom of which has been well mani- 
fested in the current year to date. Un- 
like many of its competitors, the com- 
pany has not been harrassed by uncer- 
tain fluctuations of crude rubber 
vrices, and in the face of exceedingly 
keen competition, together with gener- 
ally lower price levels of finished rub- 
ber goods, it was able to report earn- 
ings in the first six months equal to 
$7.58 a common share, with present 
indications of a balance in excess of 
$15 a share for the full year. Finan- 
cial condition is comfortable, and the 
generally favorable situation gives rise 
to the possibility of action in the not 
distant future regarding an upward re- 
vision in dividends over the $4 annual 
rate on the common now prevailing, or 
something in the nature of an ex- 
traordinary disbursement. We do not 
believe possibilities of some further 
price appreciation are entirely ex- 
hausted, and would counsel holding. 


BUTTE COPPER & ZINC 


Some years ago I bought some Butte Copper 
& Zine ‘Mining Stock. It has not been @ very 
satisfactory investment as I Ary 4% for my 
stock. What ts this company’s as Fase 9 q: 
L., Norfolk, Va. 

Butte Copper & Zinc was formed in 
1904, but did not become an active pro- 
ducer until 1916. Since that year its 
mines have been producing, chiefly, 
manganese and zinc, with some silver, 
lead and copper. In July, 1915, its 
properties were leased to Anaconda for 
five years, and in 1917 a new lease was 
negotiated to extend to 1931, unless 
terminated on six months’ notice by 





1 Be brief. 





Are You Sure of Your Broker? 

We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 


We 








Anaconda. That lease provides that 
net earnings from ores recovered be 
divided equally between both compa- 
nies, Anaconda agreeing to keep the 
properties in good condition. Earn- 
ings of Butte Copper & Zinc reached 
their peak in 1918, declining sharply 
in 1919. Favorable metal prices made 
it possible for the company to show a 
balance of 77 cents a share on the 
600,000 shares outstanding in 1920, fol- 
lowed by mediocre profits in subse- 
quent years to a balance of 63 cents a 
share in 1925 and 32 cents in 1926. Re- 
sults in the first nine months this year 
were equal to only 9 cents a share 
against 22 cents in the same period of 
1926. Satisfactorily profitable opera- 
tions are possible only during times of 
the most favorable metal prices, and 
despite some tendency toward harden- 
ing in the recent past, prices remain 
far below the level necessary to permit 
Butte to make a good showing. We see 
little in the situation to warrant en- 
thusiasm, and believe liquidation of 
your holdings advisable. 


P. LORILLARD 


When Lorillard was selling at around 30 last 
year I bought 20 shares om your advice. I see 
very little about the company im the newspapers 
and am no good at reading the financial state- 


ments I get. I can now buy ten shares addi- 
tional but do not know whether to do so or not. 
Wheat would you aduise?—L. A. R.. Rochester, 
New York. 

Earnings of P. Lorillard have been 
subject to considerable fluctuation in 
recent years, with the general trend 
downward, to a balance of $2.58 a 
share in 1926 against $3.77 a share in 
1925. The unsatisfactory tendency has 
been due, primarily, to the absence of 
a popular priced cigarette product 
with which to compete, successfully, 
with lower priced brands of other com- 
panies. To correct this situation 
Lorillard has introduced a new brand, 
known as “Old Gold,” to retail at a 
popular price. Sales of the new brand 
are now understood to be running 2)/) 
million cigarettes daily compared wit) 
12 millions daily in July. However, 
these activities entail huge expendi- 
tures for advertising and other pur- 
poses, so that it is practically certain 
that earnings in the full 1927 year wil! 
be substantially lower than those re 
ported in 1926. Further, through new 
financing, charges ahead of common 
stock have undergone considerable in 
crease, and it has been necessary t 
omit dividends on the junior shares 
The company is in position ‘to make : 

(Please turn to page 276) 


When Quick Service Is Required Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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Many aman is 
doing work i alte, 
day that an electr™ 


motor can do for legi™ 
than a cent an how 











Ask your electrical expert to Guided by human intelligence, 


. electricity can do almost any 
help you select the labor-saving job a man can do. From stirring 


electric equipment best suited for to grinding, from lifting to pull- 


ing, you will find a G-E motor 
your factory, farm, or home. specially adapted to any task. 


GENERAL ELECTRIC 
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WHAT CONGRESS PLANS TO 
DO FOR BUSINESS 
(Continued from page 219) 








Electric Light Association, the American Electric Railway 
Association and the American Gas Association. Its head 
is George B. Cortelyou; its chief Washington representative 
is Josiah T. Newcomb. It claims to represent industries 
in which there is a total investment of more than $18,000,- 
000,000; into one branch of them, electric power, new capi- 
tal has been pouring at the rate of around a half billion 
a year. 

Senator Walsh of Montana states that he will press 
for passage a resolution he introduced at the last Congress 
for a comprehensive investigation of the power industry. 
He denies that the proposal is in any sense hostile to the 
industry and asserts that it has for its purpose solely the 


less lands. Developments here will be worth watching. 

The issue is entwined with other proposed projects, such 
as ones having to do with the Columbia river basin in the 
northwest, the huge St. Lawrence river development pro- 
posal, and, but not so pointedly, with flood control in the 
Mississippi Valley. 

Whatever policy is adopted with reference to specific 
projects, there will remain the question of the govern- 
ment’s future attitude towards the preponderant part of 
the power industry which, in any event, will continue for 
a long time at least in private hands. ° 

So, broadly, there are two problems for Congress to 
solve. One has to do with the extent, if any, the govern- 
ment shall go into the business of producing power for sale, 
in the manner, say, that the Province of Ontario in Canada 
now does. The other has to do with regulation, after the 
manner of present regulation of the railroads. 

This last is being kept in the background by the govern- 
ment ownership advocates, but, from the point of view of 
the investment world, it is probably the biggest question 
of all. For government ownership and operation is now 


procuring of information 
for guidance in establish- 
ing, if need be, a new 
national policy as to elec- 
tric power. The present 
policy comprehends only 
some of the factors of the 
problem, chiefly those hav- 
ing to do with the develop- 
ment of water power on 
sites owned or within the 
jurisdiction of the Federal 
Government. This policy is 
embodied in the Federal 
Water Power Act of 1920, 
under the operation of 
which there has been enor- 
mous stimulation of water 
power development. 

Congress threatens con- 
tinuously to make excep- 
tions to the program laid 
down in that act, by which 
water power sites are 
leased for periods of fifty 
years, with reversion at the 
end to the government. 
Muscle Shoals is the most 
eminent of the proposed ex- 
ceptions. A_ strong ele- 
ment in Congress would 
have the government oper- 
ate its plant there, and 
some would extend govern- 
ment operation to further 
power developments on the 
Tennessee river. The power 
people oppose this, holding 
that it would mean a move 
toward extensive govern- 
ment ownership, which they 
say would be a radical and 
dangerous departure from 
American tradition and 
practice. 

The same issue is the 
biggest one that is involved 
in the proposed treble-pur- 
pose development of the 
Colorado river, where, the 
government ownership ad- 
vocates say, power as a by- 
product could be made to 
pay the entire cost of pro- 
tecting the Imperial Valley 
from possibly disastrous 
floods and for providing 
water for irrigating mil- 
lions of acres of now use- 
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Trying to Put Each 
Other in a Hole 


(The Insurgent Point of View) 
By Sen. Geo. W. Norris of Nebraska 


v) N trying to forecast what Con- 

gress will do at this session, it 

should not be forgotten that a 

Presidential campaign impends, 

which means the intensifying of 

partisanship which at such times 

for stagnation,” says Senator 

George W. Norris of Nebraska. “The 

political parties, or their leaders, will be 

more interested in efforts to put each 

other in the hole than in achieving need- 
ed legislation. 

“Hence about all anyone can do is to 
express hopes. Personally, I hope the 
Muscle Shoals question will be settled, 
and I am of course for the retention and 
operation of the plant there by the Gov- 
ernment. The Boulder Dam develop- 
ment should also be provided for in full 
form with power as a by-product of an 
operation of vital importance as flood 
protection for the Imperial Valley. 

““A new revenue act will be passed. 
I think it highly important that the inher- 
itance tax be retained in that act. I be- 
lieve it would be much more advisable 
to increase the tax on large estates than 
to repeal them. The people who are be- 
hind the proposal of repeal are really 
against any inheritance taxes being im- 
posed, by either the Federal or State 
Governments. 

“I am not optimistic about any worth 
while provision for farm relief being 

(Please turn to page 292) 


urged by its authentic ed- 
vocates in Congress as a 
process—an illustrative one, 
for instance—of regulation. 
Muscle Shoals should be ye- 
tained, say they, as a key 
to the power situation in 
the South and as a sort 
of national laboratory for 
power-cost demonstrations. 

Representatives of the 
power industry apparently 
are concentrating their op- 
position on the more dan- 
gerous question of govern- 
ment ownership, making no 
open criticism of the prin- 
ciple of government regu- 
lation, but holding that as 
yet there is no occasion for 
the setting up of an estab- 
lishment like the Interstate 
Commerce Commission for 
regulating the power in- 
dustry. This industry is 
singularly adapted for tor- 
ture in the smoking caul- 
dron of long debate. 
Financially, it is already 
predominantly national and 
interstate. Tendency  to- 
wards concentrating con- 
trol of it in the hands of 
a few groups leads _in- 
evitably to “monopoly,” say 
members of Congress who 
share the radical viewpoint 
—members like Senator 
Norris of Nebraska. They 
hold that this tendency to- 
wards financial consolida- 
tion is expedited by the 
economic forces which prop- 
erly make for operative 
weldings, as represented by 
the growing net-work of 
“super-power” interconnec- 
tions between producing es- 
tablishments. Yet, opera- 
tively, the industry still is 
predominantly local; and, 
distributively, it is only 
fragmentarily inter-state. 
Only five to six per cent of 
all the electric energy now 
produced in the country 
flows across State lines and 
nearly every State now has 

(Please turn to page 264) 
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Permanent 
Income 


Your investment in a large income- 
producing building under The French 
Plan gives you a safeguarded invest- 
ment—plus 6%— plus ten payments 
of 10%, the repayment of every 
dollar of your original investment— 
plus 50% of all profits distributed 
from the operation of the property, 
thereafter! 

It enables you to make a fem- 
porary investment that gives per- 
manent income. 

This is but one of the remarkable 
advantages afforded by 


The 
FRENCH 
_ PLAN 


Thousands of discriminating New 
Yorkers have already invested mil- 
lions of dollars in large income- 
producing properties under this Plan 
and are now sharing in the profits 
being distributed from their opera- 
tion. 

If you are not already familiar 
with this unusually profitable and 
convenient form of investment the 
Special Coupon—below—will bring 
your copy of the 64-page book “‘The 
Real Estate Investment of the 
Future.” 

You will doubtless find it the 
most interesting—and the most 
profitable—half hour’s reading you 

\ have done in months. Tear 
out the Coupon—now—and 
mail it TODAY! 


FRED F. FRENCH 
INVESTING 
COMPANY, Inc., 
350 Madison Ave., 
New York City. 
Please send me without obligation the 


64-page book ‘‘The Real Estate Invest- 
ment of the Future.” 
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WHAT CONGRESS PLANS TO 
DO FOR BUSINESS 


(Continued from page 262) 


a regulating agency which compre- 
hends the industry’s operations. 

Beyond, possibly, a final disposing of 
the Muscle Shoals plant, and a decision 
as to the Boulder Dam project, Con- 
gress isn’t likely to do anything de- 
cisive about the problem at this session, 
though it is highly probable that the 
inquiry urged by Senator Walsh will 
be ordered. 

“If the South will agree on what 
should be done with Muscle Shoals and 
the Southwest reach a similar agree- 
ment as to the Colorado river project, 
Congress will settle both of these 
phases of the power problem,” says one 
of the floor leaders whose opinion as to 
such things means much. “These pro- 
jects haven’t been kept in suspense by 
disagreement over the bigger phases 
of the problem, but because the sec- 
tions directly concerned have been in 
disagreement as to what should be 
done.” 

Two other important public utility 
questions will be to the front again at 
this session but perhaps not so con- 
spicuously as the one having to do with 
electric power. 

One relates to the railroads. Effort 
will be made to bring about the pas- 
sage of a railway consolidation meas- 
ure of the kind known in the last Con- 
gress as the Parker-Watson bill. This 
would allow for voluntary consolidation 
under the supervision of the Interstate 
Commerce Commission and would get 
rid of the straight-jacket scheme em- 
bodied in the Transportation Act of 
1920, and now held by all to be im- 
practicable. But this is a kind of 
problem which proves unusually elu- 
sive when politics is rife, as just be- 
fore a Presidential campaign, and in 
all likelihood the present situation as 
to the railroads will not be changed at 
the present session. 

One phase of the transportation 
problem is apt to come up for much 
discussion of the heated kind and prob- 
able action. This is the one embodied 
in the so-called Hoch-Smith resolution 
which was adopted several years ago 
as primarily a “farm relief” measure. 
It provides for an overhauling of the 
freight rate structure and directs the 
Interstate Commerce Commission to 
consider general “conditions” in any 
industry, or section, when making rate 
adjustments. The matter has come 
pointedly to the front on account of 
the Lake cargo coal rate case, which 
involves competition between the bitu- 
minous mines of the South and mines 
further North. This is a many-angled 
problem, involving many deep-seated 
equations, one of them political. The 
independence of the Interstate Com- 
merce Commission of politico-legisla- 
tive control is at stake. The prospect 
is that the problem will be solved by 


repealing the resolution which gives it 
imminence. Otherwise, there will be « 
strong movement in Congress for dis- 
tributing the membership of the Inter 
state Commerce Commission along re 
gional lines so that all sections may bc 
assured of selfish representation i 
that body. 

The commission is to make a repor 
to Congress on its investigation of mo 
tor-bus operations, now a public utilit) 
item of large aggregate proportions 
There will be bills for putting the inter 
state phases of these operations unde 
Federal regulation, presumably by th: 
Interstate Commerce Commission 
Since the bulk of the bus lines are now 
individual enterprises, interstate traffi 
only a small proportion, the chance 
are that nothing for the present will b 
done concerning them. 

There will be the customary flood o 
proposals relating to immigration. Ef 
forts will be made both to tighten an 
loosen present quota restrictions. Th 
big issue may be as to whether th: 
quota rule should be applied to immi 
gration from points on this hemisphere, 
thus restricting present free influ: 
from Canada and Mexico. Business 
as represented by the United State: 
Chamber of Commerce, is opposed t 
such restriction. 

Ocean shipping will again be the sub 
ject of much logger-head debate, witl 
little prospect of much change in th« 
status quo. Notice was given at the 
last session of the old Congress, by 
members whose voices as to the ship 
ping problem are regarded usually as 
authoritative, that steps would be take1 
during the first session of the new Con- 
gress to make government ownershi| 
and operation of ocean-going vessel: 
a virtually permanent policy. The is- 
sue probably will hang on the question 
of whether the Shipping Board will b« 
allowed, as its ruling membership de- 
sires, to strengthen its fleet of war- 
time emergency vessels with new ships, 
better adapted to present needs. 

It is possible that the House and 
Senate will agree at this session, as 
they could not do at the last session 
of the old Congress, on what should be 
done with the hundreds of millions o! 
dollars’ worth of alien property stil! 
being held under the seizure procedur 
of war time. It is probable that a‘ 
least a large portion of it will be re 
turned to its owners, which would re 
lease millions of money for new invest- 
ment. 

The prohibition question is primarily 
moral and social rather than economic. 
but the pro-boozers are trying to put 
a business aspect on it by representing 
that legitimate wetness could be made 
to pour a billion a year into federal 
revenues—with great relief to tax-bur- 
dened business. The debates will be 
odoriferous of drink, but Congress as a 
whole still counts more votes in dry 
oratory than in wet—and the favorite 
subject of political conversation in 
smoking rooms will be pushed on fo1 
the national convention to dodge. 

Such is the picture insofar as it can 
be drawn in anticipation with particu- 

(Please turn to page 266) 
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New Issue November 17, 1927 


General Cable Corporation 


First Mortgage 5!2% Sinking Fund Gold Bonds, Series A 


Present Issue $16,000,000 
Dated July 1, 1927 Due July 1, 1947 
Authorized and outstanding, Series A, $16,000,000. Coupon bonds in interchangeable denominations of $1,000 and $500, registerable 
as to principal only. Principal and interest payable in New York City at the principal office of the corporate trustee. Interest payable 
January 1 and July 1 without deduction for Federal Income Tax not exceeding 2% per annum. Redeemable as a whole, or in part by lot, 
on any interest date on 30 days’ notice, at 105 and accrued interest. The mortgage contains a provision regarding refund of the Penn- 
sylvania Four-Mill Tax to holders of Series A bonds. Central Union Trust Company of New York, Corporate Trustee 


The mortgage provides for an annual sinking fund for Series A bonds of $400,000, payable 
in equal semi-annual instalments commencing July 1, 1929, to be used to retire such 
bonds, by purchase at not exceeding 105 and accrued interest or, if not so obtainable, by 
redemption by lot at that price, but the company has the right to surrender Series A bonds 
at cost (not exceeding the redemption price) in lieu of cash payments to the sinking fund. 


The company has agreed to make application to list these Series A bonds on the New York Stock Exchange. 


The following information has been summarized by Mr. W. F. Field, Vice-President of General Cable Corporation, 
from his letter daled November 16, 1927, copies of which may be obtained upon request, and is subject lo the more complete 


information contained therein: 
BUSINESS 


General Cable Corporation, a New Jersey corporation, formerly Safety Cable Company, has acquired the 
entire business and assets, and has assumed certain liabilities, of Rome Wire Company, Standard Underground 
Cable Company and Dudlo Manufacturing Corporation. These four constituent companies, manufacturers of 
copper wire and related products largely used in the electrical industry, rank among the oldest and most promi- 
nent manufacturers of their several lines of products in the United States. General Cable Corporation has also 
acquired the sheet mill and rod and wire mill, at Baltimore, Md., with appurtenant assets, formerly owned by Balti- 
more Copper Smelting and Rolling Company, and has assumed certain liabilities in-connection therewith. 
EARNINGS ; 

Combined annual earnings of the properties and companies now owned by General Cable Corporation, for the four 
years ended December 31, 1926, including the results of operation of the sheet mill but not of the rod and wire mill 
(construction of latter completed in 1926) formerly of Baltimore Copper Smelting and Rolling Company, after 
depreciation adjusted to a uniform basis for all properties, and after eliminating bonuses and non-recurring charges 
(averaging together $208,851 per annum for the four-year period), but before interest and Federal income taxes, 
have been certified by Messrs. Peat, Marwick, Mitchell & Co., public accountants, as follows: 


$7,493,200 


5,681,470 


Combined earnings as shown above averaged $6,865,662 per annum for the four-year period, or approximately 
7.8 times the maximum annual interest requirement of $880,000 on the Series A bonds. Such combined earn- 
ings for the six months ended June 30, 1927 (a period during which unsatisfactory conditions existed in the 
industry), including the results of operation of the rod and wire mill, as certified by Messrs. Peat, Marwick, 
Mitchell & Co., were $2,150,455, or at the rate of nearly 5 times the above maximum interest requirement. 
SECURITY 
The Series A bonds, in the opinion of counsel, are the direct obligation of General Cable Corporation specific- 
ally secured by first mortgage lien upon substantially all the land and buildings, and machinery and equipment 
thereon, owned by the company. The aggregate sound value of the properties subject to the mortgage, as severally 
and independently appraised for the different companies, together with subsequent additions at cost and with 
adjustments of depreciation on a uniform basis, to June 30, 1927, is in excess of $30,000,000. 
The Series A bonds are limited in principal amount to $16,000,000. Additional First Mortgage Bonds of other 
series may be issued, under the restrictions set forth in the mortgage, for refunding and for permanent additions 
to be subjected to the mortgage. ASSETS 
The consolidated balance sheet of General Cable Corporation and wholly-owned subsidiaries, as at June 30, 
1927, after giving effect to the acquisition of assets and the assumption of liabilities as above, to the recapitali- 
zation of General Cable Corporation and to other adjustments, as certified by Messrs. Peat, Marwick, 
Mitchell & Co., shows current assets of $28,206,567 as compared with current liabilities of $5,425,123. Net current 
assets alone, as shown, are equal to nearly one and one-half times the amount of the Series A bonds, and net tangible 
assets, after deducting all liabilities except the bonds, are $50,120,071, or more than three times the amount of the 
Series A bonds. Fixed assets are included at approximately 80% of appraised sound value, adjusted to June 30, 1927. 
PURPOSE OF ISSUE 
The Series A bonds, together with $15,000,000 par value of 7% Cumulative Preferred Stock, 400,000 shares 
of convertible Class A Stock without par value and 440,000 shares of Common Stock without par value, have been 
issued by General Cable Corporation in connection with the acquisition of assets as above outlined and the read- 
justment of its capital structure. 








Of the total issue of $16,000,000 Series A bonds, $11,682,000 have been retained in part 
payment for assets. We offer the balance of $4,318,000, subject to prior sale. 


Legal proceedings have been approved by counsel and it is expected that delivery will be 
made on or about November 29, 1927, in the form of temporary bonds of the company. 


Price 99 and accrued interest. To yield 5.58% 


Dillon, Read & Co. Kissel, Kinnicutt & Co. 
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A Good Security 
For your 
Safe Deposit Box 
































SS 


Gir fl 


>= 


NVESTING is a never-ending 

task if your securities require 
frequent checking up or revisions. 
Diversification is an excellent thing 
to have, but if you hold many se- 
curities of different kinds, much 
valuable time will be lost in watch- 
ing principal and interest. 


FIXED TRUST SHARES elim- 

inate most of the worries incidental 

to investing. They can be put into your safe deposit box 
with the knowledge that they can be left there perma- 
nently with no further attention than is required to clip 
the semi-annual dividend coupons. Secured by the un- 
derlying stocks of thirty basic American industries, they 
offer a high degree of safety. The strong Cash Reserve 
Fund stabilizes income so that regular semi-annual divi- 
dends are assured year after year. 

Everything about these Shares suggests the permanency which 
is characteristic of the strongest investment securities. They 
have no maturity, and therefore do not present recurring re- 
investment problems. The list of underlying stocks is not 
subject to alteration, such companies as U. S. Steel being 
“arate conceded to be permanently successful leaders of 
industry. 


Send for descriptive booklet, “A Fixed Investment in America’s 
Prosperity.” 


American Basic-Business Share Corporation 
67 Wall Street, New York 


Please send Booklet, ““A Fixed Investment in America’s 
Prosperity.” 


Address 








These common 
Stocks underlie 
Fixed Trust Shares’ 
and no substitu- 
tions may be made 
in this list 
Pennsylvania R.R. 
Louisville & Nash. 
New York Central 
Illinois Central 
Union Pacific 








Southern Pacific 
Southern Railway 
Northern Railway | 
Stand. Oil of N. 7" 
Stand. Oil of N. Y | 
Stand. Oil of Ind. | 
Stand. Oil of Cal. 
Vacuum Oil. Co. 
Amer. Tel. & Tel. 
Pullman 
General Elec. 
Westinghouse 
West. Union 
U. S. Steel 
Nat’l Biscuit 
Amer. Tobacco 
Ingersoll-Rand 
Int. Harvester 
Otis Elevator 
du Pont 
Timken Roll. 
Amer. Radiator 
United Shoe 
Woolworth 
American Can 






































in investment securities of public 
service companies supplying 
electricity, gas and transporta- 


STOCK EXCHANGE 
SERVICE 


for the 
Small Investor 


(Continued from page 264) 
lar relation to business. Congress is 
not an easily predictable body, except 
at short distance. 

However much the preliminary un- 
rest of a new revolt of radicalism or 
progressivism may boil, men of con- 
servative inclinations are firmly in the 
leadership of the regular and dominant 
wings of both of the old parties as rep- 
resented in Congress. The radical 
element is of immediate potential sig- 
nificance in the Senate alone, where, 
were it of mind to, it could wield 4 
decisive balance of’ power. But, lack- 
ing an elder La Follette, it apparently 
is not of a mind to, being practically 
without leadership. 

And Coolidge, now unswayed by sel- 
fish ambition, with Mellon on his right 
hand and Hoover on his left, still occu- 
pies the White House. That dam will 
hold against all high waters of inno- 
vation. 








INSURANCE DEPARTMENT 
(Continued from page 256) 








that. the beneficiary is to receive the 
proceeds as monthly income, and can 
not otherwise draw against the fund. 

Assuming that you took a policy for 
$10,000 the annual premium would be 
approximately $450 on the 20-Payment 
Life plan and $395 on the Ordinary 
Life plan, at your present age of 51. 
This is on a non-participating basis, 
and gives you an idea at once of the net 
cost. The participating policies on the 
same basis would require an annual 
premium of about 20% or 25% more, 
reducible by annual dividends. 

The exact return to the beneficiary 
would depend upon her age when claim 
is made against the policy by the death 
of the insured. The following figures 
give you an idea of what might be ex- 
pected from a $10,000 policy: 


Amount of each 


Age of beneficiary 
Monthly Instalment 


at death of insured 


You can of course, if you prefer, set 
aside a stated sum and direct in you) 
will that it be used to purchase an Im- 
mediate Annuity for your daughter at 
your death. The amount of the annuity 
in that case also would of course de- 
pend upon her age at the time the pur- 
chase price was paid. 


An Educational Fund for Sister 


Insurance Editor: 


Booklet will be sent 
upon request 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
New York St. Louis ‘Milwaukee 20 Broad St. New York 


be Louisville Ind 
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tion in 23 states. Write for list. 


UTILITY SECURITIES 


COMPANY 
230 So. La Salle St., CHICAGO 


Four brothers, one of whom is myself, and al 
young men between the ages of 20 and 30 have 
agreed to jointly pay the tuition of their sister 
through college and medical school. I would 
abpreciate your advice as to the advisability «/ 
insuring her life, at least until her schooling 
were completed. Our thought is that in the eveiit 
of accident or death we might be reimbursed for 
the amount spent on her education. There is 
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Te Can Not Invest 
Soundly and Profitably Unless 


You are Sure of Your Facts 


\JO two securities have exactly the same value 
4.N behind them. Often two securities selling for 
approximately the same market price differ consider- 
ably when measured in terms of assets, in book value 
and especially in future prospects. 


Jnvestments may appear sound today—but what about 
twelve months or twelve years from now? 


Changing values must be analyzed, and also when to 
purchase. The “speculative public” only too often 
buys around top prices, and continues to hold over- 
priced stocks after the bull market has broken. The 
“professional element”, however, applies sound profit- 
making business methods in its investment operations. 


The big advantage held by the so-called professionals 
is that they know their facts. They are able to distin- 
guish the under-priced stocks from those which are 
over-priced—also when to buy. 


A board of twelve investment managers furnishes facts 
which enable subscribers for the Investors Supervisory 
Service to invest soundly and profitably. This service 
covers the whole field of securities from bonds of gilt 
edge rating on to common stocks—with emphasis, how- 
ever, upon issues of truly investment grade. It is a guide 
for the least experienced buyers of securities as well as a 
valuable counsel to the most experienced. 


For a very moderate cost, this service will provide you with 
Security Market Reviews, Special Market Reports, Current 


Supervisory Service, Security Ratings, 
clear cut recommendations on_ specific 


Employ 
These Men 
to Guide Your 
Investments 


Investment Managers Board 


Investors Supervisory 
Service 








Clinton Collver, M.C.S. 


Speculative Bonds 


Max Winkler, PH.D. 


Foreign Securities 


R. A. Cunningham, M.S. 
Public Utility Engineer 


Enoch Burton Gowin, PH.D. 


Security Market Trends 


Henry C. Weston, B.S. 


Security Market Trends 


Charles W. King, A.B. 


Investment Common Stocks 


Edw. C. Wilkinson, A.B. 
High-grade —. Middle-grade 
onds 


Jordan Homer Stover 
Industrial Engineer 


Clarence W. Fackler, M.A., 
P.A 


Financial Statement Analysis 


Abel I. Culver, C.P.A. 


Railroad Securities 


Arthur W. Warren, E.E. 
Electric Light & Power 
Securities 


C. B. Foster, M.A. 
Banks and Interest Rates 
Send for this 

booklet 
today 








stocks and bonds. What to buy—and 
when. What to sell—and when. Busi- 
ness and banking forecast sent monthly. 
industrial bulletins analyzing fundamen- 
ial trade conditions. Eight handy man- 
uals, also, without extra charge, explain 
the basic principles of managing invest- 
ment funds. 


In addition to these regular services, you 
have the privilege of making specific in- 
quiries with reference to any securities 
lield or considered for purchase. 
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Investors Supervisory Service 
15 William Street, 
New York, N. Y. 

Please send me booklet “Managing Investment Funds,” 
which describes in detail the sound profit-making invest- 
ment methods your board has developed, through long ex- 


perience. 
Also send me free of charge: 





0 Latest copy of your “Se- (0 Details of your complete trial 
curity Market Review” offer to new _— subscribers. 





One of the safe 


» 


convenient secur 


@ Appeals to ultra-conserv- 
ative investors. Three-fold 
security assured by first 
mortgages on Los Angeles 
homes, a large guarantee of 
capital, and strict state su- 
pervision. Approved le- 
gal investment for banks, 
trust companies and insur- 
ance companies. Interest 
collectable through your 
bank. No risk, no fluc- 
tuation—always at par. De- 
nominations of $100 and up- 
ward. Write for booklet. 


~~ 


BUILDING 


6335 HOLLYWOOD BOULEVARD 
LOS ANGELES, CALIF. 
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For Investment—Buy and Keep 


Cities Service Common Stock 


In its 17 years of growth net earnings of Cities 
Service Company have been over $200,000,000. 


In the same time the Company has paid dividends 
totaling more than $90,000,000 in cash and stock or the 
equivalent to owners of its Common stock, which at its 
present prices gives you a net yield of over 844% on 
your money. 

SEND FOR ANNUAL REPORT 


herty 
1ry 


NEW ‘YORK 
PRINCIPAL CITIES 


Henr 


GO WALL ST. 
BRANCHES IN 


Please send me, without obligation, full information about 
Cities Service Common stock. 


172C-18 
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no idea of her paving us back, after she has 
finished school, 

hat kind of insurance would you suggest 
and what would you advise us as to the form 
of indicating beneficiaries under the policy taken 
out. Any other information, advice or assistance 
that you can give us will be greatly appre. 
ciated. Yours very truly, H. W. W. 


I have your letter regarding insur- 
ance placed on the life of your sister, 
whose college courses are being funded 
by four brothers. 

I would suggest that if this is doue 
the insurance be in the form of an Fn- 
dowment on her life, providing pro- 
tection for the expenses incurred in 
event of her untimely death, with tlie 
brothers named as beneficiaries; and in 
the happy event that she lives on to fol- 
low her profession and round out a use- 
ful life, she can continue the Endow- 
ment policy as a thrift fund to mature 
for her own benefit later in life. 

The premiums on this policy if pay- 
able proportionately by the four broth- 
ers during the educational courses 
would not be a strain, as the annual 
cost would thus be divided among them. 
When the sister enters on her profes- 
sional career, and her earning power 
commences, she can take over the main- 
tenance of this Endowment personally. 
It will teach her the ways of thritt, 
help her in practicing present self-de- 
nial to attain valuable benefits later in 
life, and the beneficiaries would still he 
protected in event of her death prior 
to the maturity of the Endowment. 

The cost for the Endowment form of 
policy placed on the life of a girl of, 
say, eighteen, is approximately as fol- 
lows, per $1,000 of insurance: 


10 Year Endowment 
15 Year Endowment 
20 Year Endowment 
25 Year Endowment 
380 Year Endowment 
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PUTS & CALLS 


If stock market traders under- 
stood the advantages derived from 
the use of PUTS & CALLS, they 
would familiarize themselves with 
their operation. 
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vantage of unforeseen happenings. 
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LVS OWS TIVO ! 


To show our appreciation of your help in making a 100% 
success of our 20th Anniversary Campaign to secure one or 
more new readers through each present subscriber, 
C. G. Wyckoff, publisher of The Magazine of Wall Street, 
has requested the Circulation Department to make you the 
following Special Offer: 
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Renewal of your annual Subscription to The 
Magazine of Wall Street for one year from your Both for 


present expiration date. Regular Price $7.50 $] 0 


WOTTON 


SASALSS PAWS 


A New or Gift Subscription to The Magazine of 
Wall Street for one year starting at once or with Saves You 


the Christmas Number. Regular Price $7.50 ¢ 5 


Both Subscribers are entitled to full privileges of our Personal Inquiry Service. 
A beautiful Gift Card will be sent to the recipient of the Gift if you desire. 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 





Condensed Statement, November 15, 1927 





RESOURCES 


Cash on Hand, in Federal Reserve Bank 
and Due from Banks and Bankers 

U. S. Government Bonds and Certificates. . 

Public Securities 

Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 

Items in Transit with Foreign Branches... 

Credits Granted on Acceptances 

Real Estate 

Accrued Interest and Accounts Receivable. 


$164,368,689.29 
26,529,827.47 
23,441,568.77 
21,940,127.81 
428,194,857.84 
2,902,963.33 
6,163,575.82 
61,620,048.57 
7,408,686.75 
6,193,807.37 


$748,764,153.92 











3,979,955.20 





$63,979,955.20 


600,000.00 
7,313,684.65 
61,620,048.57 


Accrued Dividend 

Accrued Interest, Reserve for Taxes, etc... 
Acceptances 

Outstanding Treasurer’s Checks 


Deposits 590,272,325.93 





$748,764,153.02 

















24,978,138.67 © 


















































International Securities 
Corporation of America 





Second International 
‘ Securities Corporation 


” 

Q For information about these general investment trusts 
address AMERICAN FOUNDERS TRUST 
‘A Massachusetts Trust), 50 Pine Street, New York 


























ANSWERS TO INQUIRIES 
(Continued from page 260) 











strong bid for regaining its prestige 
enjoyed in former years, but tangible 
results are not likely to find reflection 
in income account for some time to 
come. Conceding the ultimate success 
of present efforts, present market 
prices of the common seem to discount 
favorable progress quite some distance 
ahead, and we would favor realizing 
profits for the present. 


SHELL UNION OIL 


Since 1924 I have been the owner of 50 shares 
of Shell Union Oil Corporation stock and do not 
remember exactly what I paid for it but it was 
somewhere around $20. How is it that this 
company’s stock has not been particularly effected 
by the slump in the oil industry. Does it in 
dicate that it is likely to have a very good ad- 
vance when: the oil industry turns upward? If 
so, I_would increase my holdings.—A. I. C., Bos- 
ton, Mass. 

Shell Union Oil, the third largest 
producer of crude oil in the United 
States, is the largest and most profit- 
able of the Royal Dutch Shell proper- 
ties, and has an important advantage 
over many competitors through the 
highly efficient marketing organization 
of the parent companies. Despite 
liberal charges to depreciation, deple- 
tion, etc. (averaging 20% of gross in 
the four years 1922 to 1926), net has 
shown consistent yearly increase from 
a balance of $1.11 a share in 1922 to 
$3.05 in 1926. Reflecting over-produc- 
tion and unfavorable price levels of 
crude oil and its products, with the 
consequent lack of incentive to main- 
tain operations at a high level, net 
earnings in the first nine months this 
year amounted to about 11.4 millions, 
after depreciation, depletion, etc., of 
24.5 millions, equal to around $1.14 a 
share on the 10 million shares of capi- 
tal stock outstanding. However, the 
company has not been idle in further 
strengthening its position, tradewise, 
and present financial condition is im- 
pregnable. The shares may be ex- 
pected to quickly reflect developments 
in the industry in any degree favorable, 
and we believe rentention justified. 
Further, if such a course would not 
have the effect of increasing your hold- 
ings out of proportion to your owner- 
ship of other securities, in which event 
the question of diversification should 
be considered, we believe additional 
commitments warranted. 


MARLAND OIL 


I purchased 25 shares of Marland Oil several 
years ago at $36 a share and was so impressed 
with the company’s subsequent improvement that 
last year I bought 50 additional shares at $59 a 
share. The stock is now back where I bought 
the first lot and I am asking you for some ad- 
vice as to what to do and also what you think 
the company’s prospects are?—H,. N. B., Lincoln, 
Nebraska. 


Marland Oil Co., with a reported 


‘average daily production of 45,000 


barrels of crude oil, and engaged in 
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practically every phase of the petro- 
leum industry, is entitled to rank 
among the more important of the in- 
dependent companies. Under the guid- 
ance of a thoroughly capable manage- 
ment the progress of the company dur- 
ing the- period embracing 1924 to 1926 
has been very impressive and net reve- 
nues showed an increase of over 300%. 
Handicapped, however, by the lack of 
cheap flush production, the company 
has been adversely affected by the 
sharp decline in crude oil, resulting 
from over-production in the prolific 
Seminole fields. For the nine months 
to September 30th, an operating deficit 
of nearly three millions was shown as 
contrasted with net income equal to 
$7.12 per share in the first three quar- 
ters of 1926. The loss this year, how- 
ever, takes into consideration a total 
charge-off of $7,593,000 for intangible 
drilling costs. Dividends, as you know, 
have been passed but financing earlier 
this year through the sale of $30 mil- 
lions notes placed the company in a 
sound current position. However, the 
absence or indication of any material 
improvement in the oil situation, as a 
whole, retards the shares marketwise, 
but, at present levels, the shares ap- 
pear to discount all the unfavorable 
factors of the situation, and retention, 
pending a turn for the better, would 
seem more justifiable than a sacrifice 
sale. 


SPLITDORF-BETHLEHEM 
ELECTRICAL 


I am the holder of Splitdorf Bethlehem Elec- 
trical stock. At present prices I can get out 
about even but was wondering if I should avail 
myself of that opportunity. Is there any cor- 
porate connection between this company and 
Bethlehem Steel? Please advise me.—-D. E. T., 
Ithaca, New York. 


Our analysis of the Splitdorf-Bethle- 
hem Electrical Company at this time is 
somewhat handicapped by the absence 
of reports covering operations in the 
current year to date. For the full 1926 
year the equivalent of $4.93 per share 
was earned on the capital stock, but in 
view of sluggish demand for radio re- 
ceiving sets, which is one of the com- 
pany’s principal sources of revenue, we 
doubt very much if results this year 
will compare favorably with those re- 
ported in 1926. It was recently an- 
nounced that control of the American 
Electric Motors Co. and Perfection Ap- 
pliance Co. had been acquired and in 
connection therewith $1,250,000 in 7% 
Debentures were sold for the purpose 
of financing this purchase. The shares, 
based on evidence at hand, do not ap- 
pear undervalued nor do we disclose 
anything in the situation likcly to re- 
sult in enhancement in the market price 
of the. shares in the near future. In 
other words, such merit as it is possible 
to concede them is strictly of a long 
range calibre and we would be inclined 
to advise disposal of present commit- 
ments. We might add that no corpo- 
rate connection, so far as we know, ex- 
ists between the company in question 
and the Bethlehem Steel ‘Corporation. 
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BUSINESS MAN in Los Angeles, now retired 

and living on the income from his securities, 
brings us a block of maturing bonds for collection 
and reinvestment ..... A grain merchant in Minne- 
apolis sees excess funds accumulating from a run of 
profitable fall business; we locate a short-term invest- 
ment which will keep this money at work until his 
next busy season..... A banker in Illinois needs 
more cash to meet seasonal demands of his deposi- 
tors; we help him liquidate part of his security hold- 
NGS 2... A doctor in Atlanta sets aside part of his 
income each month for investment; he selects a good 
bond from our lists, the third purchased within a 
ee A widow in New Orleans, finding herself 
with $30,000 of cash life insurance money, asks our 
help in investing these funds..... Here are a few, 
a mere handful from the thousands of investors 
throughout the country who rely upon National 
City bond men and the organization they represent. 


Ask for current list of recommended issues. 


The National City Company 


Heaa Office: 55 Watt Street, New York 
Uptown Office: 42ND StrEET AT MADISON AVENUE 
Brooklyn Office: 181 MonTAGUE STREET 


Offices in more than 50 Cities in the United States and Canada. 
11,000 miles of private wires to serve you quickly and effectively. 

















N. Y. Curb Market Ass’n, 








Fenner & Beane 
60 Beaver St. — New York 
Fenner & Beane Bidg.-- New Orleans 


MEMBERS 


N. Y. Stock Exchange Chicago Board of Trade 

N. Y. Cotton Exchange Louisiana Sugar & Rice Exchange 

N. Y. Coffee & Sugar Exchange N. Y. Produce Exchange 

New Orleans Cotton Exchange New Orleans Board of Trade 
Rubber Exchange of N. Y. 


Associate Members 





STOCKS 


GRAIN 
PROVISIONS 


COTTON 


SUGAR RUBBER 





Bought and sold for cash or carried on conservative margin 


Private wires to New Orleans, Chicago and principal points throughout South. 

















Liverpool Cotton Ass’n. 


COFFEE 





3,000 Laboratory Workers 


... Seeking, searching 


N the Bell Telephone laboratories a great scientific staff 

carries on a never-ending quest. With scientific research 

and experiment of the most exacting sort, it leaves no stone 

unturned in its search for mechanisms and methods that will 
better serve the telephone-using public. 


A.T. & T. facts point to safety in investment: 


A service that is indispensable. @, Earnings that insure 
the safety of dividends. @ Regular dividends for 47 years. 
@ Wide distribution of stock. @@ An ownership of over 
90% of the combined common stocks of the operating 
companies of the Bell System. @ A business and financial 
structure lasting enough to permit expansion and stable enough 
to make expansion permanent. (, A management conserva- 
tive, yet with foresight and initiative. 


Write for booklet ‘Some Financial Facts”. 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway i New York City 











E extend the facilities of our organization to those 
desiring information or reports on companies with 


which we are identified. 





Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $100,000,000 
Two Rector Street, New York 
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PIERCE-ARROW MOTOR CAR 


What is the matter with Pigree- Arrow? I no. 
tice that it ts losing ros i “ this year while last 
year it did very well. ought my stock origi. 
nally at $17 a share and early this year when I 
wrote to you, you advised me to sell out. It was 
then around 20 but I did not do so. Do you 
think that I should now take my loss or hold on 
to the ; in expectation of it coming back?— 
M. B , Pottsville, Pa. 


Earnings of the Pierce-Arrow Motor 
Car Co. during the past seven years 
have been marked only by infrequent 
upturns and the general showing of the 
company has. been unsatisfactory. The 
improvement shown in 1925 was not 
maintained last year and a decided re- 
versal in the first half of the current 
year resulted in net earnings equal 
to only $1.15 per share for the pre- 
ferred stock. Thus, with dividends un- 
earned and the outlook decidedly un- 
certain, it is not surprising that dis- 
bursements on the senior issue were 
suspended. For the nine months to 
September 30th, a deficit of $258,616 
was shown comparing with a profit of 
$980,000 in the same period of 1926. 
The company is apparently meeting 
with exceedingly keen competition both 
in the sale of passenger cars and trucks. 
The management has expressed itself 
optimistically, following the introduc- 
tion of new models but unless the com- 
pany is successful in bucking the tide 
of competition, and a sluggish consumer 
demand, the common with little or no 
equity value, seems unattractive at this 
time. 


AUSTIN NICHOLS 


As a stockholder of Austin Nichols & Com- 
pany, I am writing to you for your opinion re- 
garding this company. I have about decided to 
sell my stock and write it off as a loss. I 
bought 100 shares at 26 in 1925 and I watched 
it drift down without any real explanation from 
we, as to what is wrong with the company.- 
E. , St. Louis, Mo. 


The substantial growth of chain 
grocery stores in recent years has cre- 
ated a detrimental influence, which 
wholesale grocery organizations, of the 
calibre of Austin Nichols & Co. have 
experienced considerable difficulty in 
combatting. This factor, together with 
a very poor canning season in 1926, re- 
sulted in a report covering the opera- 
tions of the company in question for 
the 15 months ended April 30, 1927, 
which was the worst in the company’s 
history. A deficit of $1,853,000 was 
shown, after depreciation, inventory 
losses and a contingency reserve of 
$200,000. Working capital of $2,033,000 
was the least ever reported by the com- 
pany. Dividends have been passed on 
the preferred shares, and the common, 
which has never rewarded its holders, 
appears to have been relegated to a re- 
mote position. It is our understanding 
that the management is making strenu- 
ous efforts to reduce operating ex- 
penses, and it is possible that the worst 
aspects of the situation are now past 
history. However, the continued growth 
of chain store merchandising, and the 
absence of definite indications upon 
which to base any hope for material 
improvement would seem to justify the 
liquidation of present commitments, for 
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the purpose of employing funds to bet- 
ter advantage elsewhere. 


KENNECOTT COPPER 


I have accumulated 80 shares of Kennecott in 
the past ten years, my holdings averaging me 
about $55 a share. How much higher do you 
think the stock will go? Would you advise me 
to sell 30 shares and reduce the average of my 
remaining 50 shares to about $40 and hold the 
50 wo" as an investment?—M. J. P., Ox- 
ford, Illinois. 

Kennecott Copper Corp., with sub- 
sidiaries, is the largest producer of 
copper in the world, and with produc- 
tion cost of 8 cents a pound, for which 
it received on sales an average of 14.14 
cents a pound, earnings in 1926 were 
equal to $5.80 a share on 4,498,418 no 
par shares outstanding. Hand-to-mouth 
consumer buying and continued heavy 
production during most of the present 
year is likely to result in a slight fall- 
ing off in profits in the full 1927 year. 
However, the copper industry, as a 
whole, has made very encouraging 
progress toward adjusting current pro- 
duction to consumption, so that sur- 
plus stocks of refined copper are at 
present the lowest this year. As a mat- 
ter of fact Kennecott is now understood 
to have no unsold copper on hand. Con- 
sideration of the foregoing, together 
with indications of expanding domestic 
demand and increased exports, result- 
ing in some further hardening in prices 
of the metal in ensuing months, would 
seem to justify an optimistic attitude 
regarding the immediate future of Ken- 
necott. In the meantime, financial con- 
dition is strong, and ore reserves are 
sufficient to assure a long term of life 
for the properties. We see no reason 
for advising disposal at this time. 


NEW JERSEY ZINC 


I have been holding 25 shares of stock in the 
New Jersey Zinc Company for a@ number of 
years. I bought it as an investment and not as 
a speculation. It has sold at over $200 a share 
since I bought it but is now around the level of 
my original purchase, although recently I had a 
paper loss of 10 points. What has caused the 
decline and recovery? Is the compayn’s business 
igh weaker than it was?—W, T. J.. Paterson 


Considering that the current year 
has been one of the most unfavorable 
for the lead and zinc industry since 
1920-21, the showing made by the New 
Jersey Zinc Company in the first nine 
months should prove quite encouraging 
to shareholders. Net income for that 
period was equal to $10.91 per share 
as compared with $10.11 in the nine 
months’ period ended September 30, 
1926. Thus it is evident that the cur- 
rent annual dividend of $8 per share is 
well provided for and with even a mod- 
erate improvement in metal prices the 
company would be in a position to de- 
clare further extras, as was the case 
last July, when an extra $2 was paid. 
Excessive production is accountable for 
the prevailing low zinc prices but the 
New Jersey Zinc Company is more for- 
tunate than the majority of its breth- 
ren, in having more widely diversified 
production activities. Now rated an 
important factor in the manufacture of 
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Associated Gas and Electric 
System 


Founded in 1852 








50,000 Shareholders in 48 States 
and 23 Foreign Countries 


There are Associated shareholders in every state 
in the Union and in all the Canadian provinces ex- 
cept three. In 20 states there are 100 or more share- 
holders each, in 7 states 1,000 or more each, and in 
one state over 22,000. 


This wide distribution of stockholders (1) is evi- 
dence of the general acceptance of Associated Gas 
and Electric Company shares as an investment and 
(2) adds materially to their marketability. 


Associated Gas and Electric Company 


Incorporated in 1906 


Write for our booklet “O” 


61 Broadway New York 



































Chain Store Security Yielding 6.65% 


We recommend as an attractive investment 


J. J. NEWBERRY CO. 


7% Cumulative Preferred Stock 





Company operates a chain of 142 5-10-25¢ stores distributed j 
throughout 17 States. 


$32,383 1918 $275,449 1924 $8, 114,339 
92,640 1920 751,984 1926 9,985, 074 
151,465 1922 1,750,066 1927 - (Est.) $15. ,000,000 


No Funded Debt other than purchase money obiieiaiiens. 


$5,000,000 7% Cumulative Preferred Stock. 
Market value Common Stock about $30,000,000 


Circular on request 


Price to Yield About 6.65% 
NEERGAARD, MILLER & CO. LE BAR & L’HOMMEDIEU!33 


111 Broadway, New York City 554 Main St., Stroudsburg, Pa. 























Oldest Real Estate Bond House-~ DUNdec 1855 
Show a Profit S 


- If Your Bonds 





/ ----— Mail This Goupon------+5-9 
Greenebaum Sons Investment Company 
LaSalle and Madison Streets, 
Without obligation please send copy of your folder 
“Increase Your Income’’ and current list of 
Greenebaum offerings. 


Name 





Street. 








City. State 
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Send for this Folder 


Careful analysis of your holdings 
may show that you have bonds in 
one or more of the following classes: 


1, Bonds selling at or near re- 
demption price. 

2. Speculative bonds that have 
enjoyed good advance. 

3. Bonds about to mature. 

4, Bonds bearing low interest 
rates or whose market values 
have advanced, reducing yield. 


With further advances highly improb- 
able, such bonds may be exchanged 
now at a profit for higher yield-secur- 
ities. Ask for folder which lists over 
75 of these issues. Use the coupon. 
Send for your copy today. 


Greenebaum Sons 
Investment_Combany, 


OLDEST REAL ESTATE BOND HOUSE 
FOUNDED 1855-—CHICAGO 
Offices in Principal Cities 
Affiliated with Greeneb Sons S. 
Corporation, New York 

















Securities Garried on Gonservative 





Margin 





Weekly 
Stock Letter 


—pointing out economic 
conditions that may have 
a vital bearing upon the 
course of security prices. 





Sent gratis on request for M.W. 4 


120 Broadway 





Out-of-Town 


Accounts 


A special department of our 
organization is completely 
equipped to give a prompt 
and effective service to out- 


of-town clients. 


We invite correspondence 


Josephthal & Co 


Members New York Stock Exchange 
New York 


Telephone Rector 5000. ~ 























sulphuric acid, zinc chloride, and zinc 
plates and sheets, the company appears 
well situated to withstand existing con- 
ditions. Recovery in the market value 
of the shares will await more favorable 
conditions, but the company’s showing 
to date would seem to preclude the 
necessity of any apprehension on the 
part of present shareholders. 


AMERICA’S LONG PURSE 
IN 1928 


(Continued from page 227) 
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that business is rapidly reaching the 
limits of its ability to reduce costs in 
the face of lowered prices. The Dun 
index for the first seven months of this 
year records an increase in insolvencies 
of 7.4%, and in liabilities of 35.5%, as 
compared with the corresponding pe- 
riod of 1926; while the average of fail- 
ures for the subsequent period to No- 
vember still holds above last year. At 
times during these three quarters of 
1927, business failures have risen above 
like periods of any previous year except 
1922 and 1915, both of which were 
marked by serious depressions. 

Yet, prosperity remains with the 
American people in larger measure, 
than with any other nation. The chief 
industrial countries have been sending 
boards of inquiry to these shores to 
learn its causes, and they still come. 
But none of the visiting delegations 
seems to look deeply into the financial! 
springs of our enhanced skills and in- 
creases in output. 

The fresh streams of purchasing 
power with which American business 
has been blessed since the depression of 
1920-21, do not well out of the air. They 
must flow from an expansion of capi- 
tal, which has been applied as never be- 
fore to new industrial developments 
Nevertheless, from their statements 
administration figures wholly omit this 
cause in their accounting of the na- 
tion’s prosperity. They speak only of 
the elimination of industrial waste, the 
increase in standards of efficiency and 
governmental economy. In the latter 
respect they note proudly the reduction 
by eight billions in the national debt 
since 1919. 

Few have seen, apparently, that this 
debt reduction amounts to a large con- 
traction of money in circulation. Our 
administrative heads fail to perceive 
that while it is an excellent thing tc 
pay the public debt when the price 
level is rising, in order to check a fur- 
thur increase in prices, it is not a good 
thing for business to pay the national 
debt when the price level is declining. 

For the paying of public debts only 
helps prices to fall the faster. The 
policy, therefore, of applying the an- 
nual tax surplus to reductions of the 
debt makes for deflation. A correct 
policy during a long-continued decline 
in the price level, such as the country 
has experienced, would be to return all 

(Please turn to page 282) 
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Your Mail Box 
and 
Our Offices 


Thousands of investors 
are buying bonds every 
year without ever see- 
ing a bond salesman. 
It is a simple process 
and preferred by many 
as the ideal investment 
method. 





It is described in our booklet, 
“Buying Bonds by Mail” 


which we will gladly send on request. 


Ask for AT-2450 


AC.ALLYN*° COMPANY 


INCORPORATED 
67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston San Francisco Minneapolis 











Atlantic Refining Co. 


Analyzed in our latest Weexty Review 


Copy MW-28 on request 


Securities carried on conservative margin 


PRINCE & WHITELY 


Established 1878 
New York Stock Exchange Chicago Stock Exchange 
Cleveland Stock Exchange 
25 BROAD STREET NEW YORK 
UPTOWN OFFICE: HOTEL ST. REGIS 
Chicago Cleveland Akron 
New Haven Hartford Meriden Bridgeport Newport 

















Keep Posted 


“RULES FOR SAFE INVESTMENT” 
Knowledge gained over a long period of 
years makes it possible to determine 
whether a given spot in a city will have a 
growth in property value which will be 
steadily increasing. This is only one of 
the important factors of safety of Real 
Estate Bonds which are explained in this 
booklet. Ask for 327. 


INVESTMENT TRUST SHARES 

Guaranteed marketability is an outstanding 
feature of the shares issued by the Pruden- 
tial Company, a leading Investment Trust 
house. The trustee is obligated to buy back 
these shares at the selling price of the 
stocks, forming the security, all of which 
are listed on the New York Stock Exchange. 
If interested in investment shares, send for 
430. 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE 
Mr. Fred F. French, one of the country’s 
foremost real estate authorities, has ex- 
plained the operation of the French Plan in 
the above mentioned book. Send for your 
free copy (348). 


OVER THE COUNTER 
Opportunities which constantly crop up in 
high grade over-the-counter securities are 
analyzed in a house organ issued bi-monthly 
by an unlisted securities house. Copies 
mailed on request. (373) 


THE KNACK OF CORRALLING DOLLARS 


This 48-page booklet issued by the Prudence 
Company will show you a proved way of 
getting and making it grow, that has en- 
abled thousands of men and women to enjoy 
rich, all-around success and genuine happi- 
ness through achieving financial indepen- 
dence. Ask for 316. 


BOND RECORD 
A convenient record book for listing bond 
holdings, interest payments, profits, etc. 
Title heading of book, ‘‘My Investments.’’ 
A limited number is being distributed gratis 
by a leading Bond House. (285) 
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J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton. Exchange, and other leading exchanges 





COTTON 
RUBBER 


STOCKS : BONDS : GRAIN 
COFFEE : SUGAR : COCOA : 
FOREIGN EXCHANGE 





Branches: Albany Schenectady Troy Syracuse Rochester Watertown 
Utica Buffalo Worcester New Haven Toledo Philadelphia Erie 
Atlantic City Detrcit Austin Ft. Worth Hillsboro Houston 
Paris San Antonio Taylor Temple Kansas City Tulsa 


Correspondents in other principal cities 


New York Office .................. 42 Broadway 
Chicago Office .. ... 231 So. La Salle Street 





“THE BACHE REVIEW” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondents. In writing, 
please mention The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 
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“BUILT ON THE ROCK OF 
NECESSITY” 


Insuranshares Trust Certificates 


are Solid as the Hills 





ee insurance business grew out of 
the experience of mankind—a re- 
sponse to an urgent need. 


“Because insurance gives men courage 
and poise it will always be a solid and 

rofitable business,”’ said James J. Hill, 
Puilder of the Northwest Empire, to a 
friend. 


Insuranshares Trust Certificates repre- 
sent direct ownership in the stocks of 
a widely diversified group of carefully 


selected insurance companies. 


Understandable information on Insuran- 
shares sent for the asking —represent- 
atives call only on request. 


INSURANSHARES CORPORATION 


67 Wall Street, New York :: Tel. Whitehall 9082 
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Your ‘‘B’’? Battery Eliminator 
will give you better service with 


- R. e 
(Trade Mark Registered) 


Gaseous Rectifier Tubes 
Are Better 


100 Milliamperes High Volt. 
60 Milliamperes 
85 Milliamperes 
400 Milliamperes 
Ask for Catalog of full line of Standard Tubes. 


GUARANTEED 


The standing of the Q. R. S. Company, manufacturers of 
quality merchandise for over a quarter of a century, estab- 
lishes your safety. 


Orders placed by the leading Eliminator Manufacturers for 
this season's delivery, approximating 800,000 Q. R. S. Recti- 
fier Tubes, establishes the approval of Radio Engineers. 
Ask any good dealer. 


THE Qiw:cS COMPANY 


Manufacturers 


Executive Offices: 306 S. Wabash Ave., Chicago 


Factories: Chicago—New York—San Francisco—Toronto, Canada 
Sydney, Australia—Utrecht, Holland 


Established 1900. References—Dun, Bradstreet, or any bank anywhere 




















(Continued from page 280) 
surpluses to the taxpayers and to re- 
duce the taxes. Such tax refunds 
would mean that our industries, still 
“overbuilt” and running far _ below 
their capacity to produce, would get 
out of these surplus billions needed 
increases in order to buoy up prices 
to a stable level and to swell the vol- 
ume of trade. 

Moreover, it is not true, the under- 
consumptionists hold that the increase 
in productivity of workers is the prime 
cause of the increase in their wages 
rather, it is the circulation of added 
money for wages in new productive 
works that has helped productivity. 

The upholders of this doctrine flout 
the old time teaching that since labor 
produces more, employers offer labor 
more in terms of real wages. It is the 
other way about. The increased wages 
come from credit issues on account of 
future production, which, in the auto- 
mobile, building and new electrical in- 
dustries have been poured forth at just 
the right rate to prevent such a sag- 
ging of the price level as would other- 
wise bring on the woes of depression. 
The sag that has taken place, notwith- 
standing these outpourings of credit for 
expanded enterprise, has been partly 
compensated, for the time, by the econ- 
omies in methods of which administra- 
tion leaders speak. But this compensa- 
tion cannot continue along with per- 
sistent contractions of the currency. 

For it seems manifest that the right 
flow of additions to the money supply 
would provide ample purchasing power 
for the country’s production. The 
farmers, confronted with recurrent 
“surpluses,” ask why, with their in- 
creased crops, they should be getting 
poorer instead of richer. The makers 
of staple and special goods, likewise 
faced with a “surplus” either of goods 
or of idle equipment, as well as the 
growing army of the unemployed, may 
well ask why their standard of living 
has not been raised. 

To such murmurings the politicians 
and their economic advisers produce no 
answer, or none that satisfies. They 
respond, if at all, with the hopeless 
doctrine that there must be changes in 
the relative purchasing power of differ- 
ent social classes. If workers can pur- 
chase more, capital and the farmers 
can purchase less. There can be only 
transfers of purchasing power from 
one set of people to another. 

In this doctrine some economists sti!] 
go back to J. B. Say, who at the time 
of the Napoleonic wars proclaimed the 
theory that there could be no such 
thing as overproduction because, as he 
said, the production of goods consti- 
tuted the demand for goods. The more 
goods a person brought to market, the 
more demand he had for other things. 
This came about because exchange 
fundamentally was barter; money was 
not important, and, if people brought 
more goods to barter, that meant they 
had an increased demand for other 
products. So there could be no such 
thing as overproduction. 
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Of course, people here and there saw 
that there could be a change in the 
value relation of commodities, due not 
only to differences in the rate of in- 
crease of production but also to differ- 
ences in elasticity of demand; but as a 
general thing people said, “You cannot 
have such a thing as overproduction.” 
The orthodox economists, McCulloch, 
James Mill, and following him John 
Stuart Mill and others, missed the fact 
that we exchange, not under barter, 
but in a money economy with money 
prices intervening. 


A Prize for an Adverse Criticism 
‘ 

Two men in the United States have 
recently pointed out the flaw in this 
reasoning of Say and his followers. 
William Trufant Foster and Waddill 
Catchings have performed this serv- 
ice in their economic study entitled 
“Profits,” and they offered and have 
awarded a prize of five thousand dol- 
lars for the best refutation. 

The exposition of the theory of Fos- 
ter and Catchings, reinforced by their 
popular expositions of the subject, at- 
tracted such attention that Owen D. 
Young, together with Wesley C. Mitch- 
ell and Allyn A. Young, ex-presidents 
of the American Economic Association, 
consented to act as judges for the 
award. The contest commanded inter- 
est not only on account of the standing 
of the judges, but because many who 
contested for the prize were economists 
of world-wide distinction and took op- 
posite positions about the book. 

The contest barred all favoring criti- 
cisms, and the award went to R. W. 
Souter, a teacher of Otago University, 
New Zealand. Mr. Souter contended 
that the “real problem is how to make 
the output of goods conform to the pro- 
spective flow of money,” no matter how 
the money flow might shrink. With 
this position Foster and Catchings take 
direct issue. “We contend, on the con- 
trary,” they say, “that the real prob- 
lem of society is how to make the flow 
of money to consumers conform with 
the increased output of goods.” They 
add: 

“Society can make little progress so 
long as it continues to try to keep down 
the volume of production to prospective 
demand. The way of progress is pre- 
cisely the opposite. The aim should be 
to keep demand up to output, no mat- 
ter how rapidly industry succeeds in 
making actual output approach poten- 
tial output. Consequently, as we say 
in ‘Profits,’ the Government should di- 
rect its fiscal policies, including cur- 
rency measures, the central banking 
system, taxation and disbursements, not 
toward limiting production to available 
consumers’ money demand (as Mr. 
Souter and orthodox economists in gen- 
eral advocate), but rather toward sus- 
taining consumers’ demand on a level 
with available production.” 

Except for this difference in policy, 
Foster and Catchings assert that they 
find nothing in Mr. Souter’s criticism 
which need prevent him from “accept- 
ing our analysis of the problem, in all 
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It’s here! Moon’s New Six-72, sensational, different, 
and in some respects really revolutionary. Its star- 
tling performance has every salesman stopped, 
every dealer, every engineer. ow No, you 
don’t know all about it. The Six-72 must be 
seen and driven to be correctly appraised. 

Go now and see this great car at the near- 
est Moon Salesroom—you'll find plenty 
of others there ahead of you. ow 
Moon Motor Car Company,manufac- 
turers of Sixes and Eights, St. Louis 
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its essentials, and our proposed solu- 
tion.” 

Developing their theory, Foster and 
Catchings lay down a principle which 
the Administration at Washington has 
ignored in shaping its policy of debt 
payments out of tax surplusage. That 
is that prices must fall if production is 
increasing at a faster rate than the 
supply of money and bank credit. 

This, of course, is a matter of first 
importance to business because pres- 
ent prices may embody, as they now 
do, past and higher prices. 


Why the Price Level Falls 


Mr. Catchings happens to be banker- 
director of some eighteen manufactur- 
ing companies of national proportions. 
A fall in the price level meant some- 
thing to him because, like other manu- 
facturers, Mr. Catchings saw that goods 
are produced under past prices. Raw 
materials are purchased at one price 
level, labor is purchased at one price 
level, and these are embodied in com- 
modities which under present condi- 
tions are later being sold at a lower 
price level. If this level shrinks even 
as much as 5%, the change may ex- 
tinguish all the profits, since profits 
are the difference between money cost 
and money price. 

Sometimes, to be sure, the price level 
may shrink and profits may yet be 
made through reduction in costs. But 
this process has its limits. 

When, as is usual, profits are re- 
moved by a decline in the price level, 
it means that business conducted for 
profit has to curtail production. But 
curtailing production lays off men. Be- 
ing laid off, the men and their families 
cannot purchase the output of indus- 
try. Therefore business cannot sell. 
Hence when men are laid off all the 
phenomena of overproduction appear 
with accelerating speed. 

It is overproduction of goods with 
respect to money in the form of con- 
sumers’ purchasing power for those 
goods, that plays the mischief with 
the price level. It results in under- 
consumption by the people, who have to 
do without the goods that, as producers, 
they can readily make. 

Mr. Catchings began to sense this 
money difficulty of business operating 
on two price levels during 1920, when 
inflation changed into deflationary 
“hard times.” He summoned to his aid 
Dr. Foster, then president of Reed Co!- 
lege. He endowed the Pollak Founde- 
tion for Economic Research, with Dr. 
Foster as its director, for the purpose 
of inquiring into the fluctuations of 
money and trade. 

Lacking the proper tools for this re- 
search, Messrs. Foster and Catchings 
invoked the aid of Professor Irvinz 
Fisher of Yale. As a consequence the 
Pcllak book on “The Making of Index 
Numbers” by Professor Fisher, pro- 
vides today the most accurate methods 
of ascertaining financial and trade 
changes yet devised. The Fisher study 
has become standard with the Federal 
Reserve Board, the Federal Bureau of 
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Labor Statistics, and other govern- 
mental and statistical organizations 
throughout the world. 


Underconsumptionists Abroad 


Now there are underconsumptionists 
abroad as well as in the United States. 
With the rapid development of bank- 
ing- methods and with the emergencies 
of the war which profoundly changed 
their application, many students in 
many countries have noted during this 
period that changes in the flow of 
money produce violent fluctuations in 


_ business and in welfare. 


Among these, Lord Milner and Regi- 
nald McKenna of the Midland Bank of 
london, the latter serving during the 
war as Chancellor of the British Ex- 
chequer, opposed, in 1920, the deflation 
cf British business which restricted 
production to the narrow limits of then 
existing purchasing power. They main- 
tained that, by proper financial meas- 
ures, consumer purchasing power might 
at any time be increased in proportion 
to increased production, the only limit 
being the ultimate capacity of the plant 
of civilization to make goods for con- 
sumption. 

Lord Milner and Mr. McKenna failed, 
however, as did Professor J. A. Hobson, 
Major C. H. Douglas and his numerous 
disciples, and the Continental under- 
consumptionists, to make plain one im- 
portant thing: they did not show ex- 
actly and in detail how it happens that, 
at times, solid gains in consumers’ pur- 
chasing power have been attained. 
They overlooked a significant part of 
financial history. For there have been 
periods in which money has been made 
to flow to consumers in fair conformity 
with an increased output of goods. 

None of these observers has shown 
how, with the currency and banking 
systems unchanged, such gains in real 
income might be deliberately planned 
and executed, for permanent increases 
in production and consumption. 

The distinction of pointing out pre- 
cisely how such gains have been brought 
abcut, and how they may be brought 
about by planning for the future, with- 
out any basic changes in the banking 
system, belongs to the Americans, Fos- 
ter and Catchings. 

Their forthcoming analysis shows, 
in brief, that whenever there have been 
permanent expansions of bank credit to 
balance the savings by business and by 
individuals, and at the same time to 
keep pace with business expansion, 
“good times” have been maintained— 
until something occurred to upset the 
balance. Thus Professor Paul H. 
Douglas reckons, by a tentative index, 
that the amount of fixed capital in the 
United States has expanded six and 
one-half times in the period from 1880 
to 1922. That is an increase of 5% 
compounded, as compared with the 
growth in population of only 2% a 
year. During these forty-two years the 
amount of capital per worker more 
than trebled. : 

At times, as in 1919, and in imme- 
diately preceding years, these advances 
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It tells you not only what goes into the prod- 
uct itself, but the supplies that were needed 
to make it. 


The Powers cards themselves are the requisi- 
tion blanks. After the storekeepei nes issued 
the material they are punched and become 
basic storeroom inventory records. Buc they 
are more than receipts for material issued. 


Used with Powers accounting equipment the 
cards are sorted mechanically by job or order 
number to produce automatically the total 
of material that entered into the product. 
When arranged by account number they 
total the indirect supplies. Sorted by com- 
modity and department they show clearly 
the materials consumed to produce a definite 
quantity of product and disclose whether or 
not there is a waste of material either in the 
product itself or in the operationofthe plant. 


A large |clerical force could slowly dig out 
the figures. But Powers produces them in 
printed form instantly and economically. 


Let our new bulletin tell you all about it. 


POWERS ACCOUNTING MACHINE CORP. 
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of credits have been ill-timed, and pro- 
duced the inflation of “flush times.” At 
times, as in 1920 and 1921, they have 
been denied when needed, resulting in 
deflation and “hard times.” 

But during the past six years, while 
the automobile and building industries 
have attained their greatest growth, the 
expansion of bank credits has contrib- 
uted to hold the price level fairly steady 
while business as a whole has expanded, 
profits have increased, and wages and 
salaries have grown in their power to 
purchase goods. 


Can Good Times Last? 


Has this period now reached its cli- 
max? Or can it be prolonged? 

Everywhere in the United States 
production is today more or less re- 
stricted. With exceptional cases, prices 
of goods sold on a declining level will 
not pay for past: costs already sus- 
tained on a higher level, and yield a 
profit. In the ordinary course over- 
production of goods must follow, in re- 
lation to the reduced sums which con- 
sumers can exchange for the goods. 
Meanwhile the margin of undercon- 
sumption is widening as industry over- 
produces with reference to demand. 

What, then, has occurred to slow up 
business and to check its growth, as 
compared with 1926? 

All the technical causes advanced by 
President Coolidge in his annual mes- 
sage as accounting for the amazing 
prosperity of 1926 are still with us. 
We have still economy in the Federal 
Government and heightened efficiency 
in industry. But the evidence that 
business is slackening is seen in the 
reduced schedules of the big and little 
industries of the country, as compared 
with last year. It is because of the 
check placed on further business ex- 
pansion that Mr. Young speaks of the 
blot of unemployment and the failure, 
especially in the case of the farmer, to 


_fit production to consumptive needs. 


With new times come new economic 
methods, eschewing politics and relying 
on business principles. Not inconceiv- 
ably, a non-partisan platform of Gov- 
ernment business might be built on the 
principle formulated by Foster and 
Catchings, according to the newly- 
evolved doctrine of sustained prosper- 
ity: “The government should direct its 
fiscal policies, including currency meas- 
ures, the central banking system, taxa- 
tion, and disbursements, not toward 
limiting production to available con- 
sumers’ money demand, but rather to- 
ward sustaining consumers’ demand on 
a level with available production.” 
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EQUITY IN CASH ASSETS OF 
PIPE LINE COMPANIES OVER- 
LOOKED BY INVESTORS 


(Continued from page 242) 
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gree of tolerance than has been the 
custom in recent years, for the pros- 
pect of adequate rather than spectacu- 
lar earning power from regular op- 
erations is all that is required to lend 
the proper background to the favor- 
able factors of large quick assets and 
simplicity of capitalization, the exis- 
tence of which constitutes definitely 
known quantities. 


Moreover, it is not beyond the realms 
of possibility that earnings in future 
years will be supplemented from an 
entirely new source. The properties 
having been largely confined hitherto 
in transporting crude oil from West to 
East, plans are now under way through 
which it may become feasible to utilize 
the lines in the reverse direction as 
well for distribution of refined prod- 
ucts to interior points. Until actually 
demonstrated on a sufficient scale, how- 
ever, it is better to regard this phase 
of the business as an added stabilizer 
rather than as a direct incentive to pur- 
chase of the stocks, for purchases un- 
der present conditions should be pred- 
icated on factors other than earnings, 
the essential requirement in regard to 
the latter being that they will be suffi- 
ciently sustained to permit normal dis- 
tributions of dividends on the basis of 
recent standards. 


Distributions from Surpluses 


The major possibilities are to be 
found in the prospect for special dis- 
tributions from surplus accumulated 
during the former days of great pros- 
perity. These eleven companies have 
on the average a very high percentage 
of cash assets per share to market 
price. The cash assets are for the 
most part in the form of high grade 
securities with a value per share of 
stock in some cases actually greater 
than the market value of the stock it- 
self. It might be supposed that this 
situation would be of particular value 
only in the event of liquidation. It is 
true that these companies have a high 
liquidating value, but it is also true 
that cash assets may be employed at 
any time for the purpose of making 
special distributions to stockholders, as 
such assets are in most cases well in 
excess of the requirements of the busi- 
ness. The Indiana Pipe Line Company, 
for instance, has just declared a special 
dividend of $15 per share, supplement- 
ary to its regular rate of $4 annually. 
Earlier in the year, payments of $33 
and $10 per share were made by Cum- 
berland Pipe Line and Southern Pipe 
Line, and extra disbursements on a 
smaller scale were voted by several 
others in the group. Such action is 
sometimes taken in connection with a 
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reduction in par value. The $10 dis- 
tribution by Southern Pipe Line, for 
example, was the final step in a change 
in par value from $100 to $50, the 
other $40 having been paid out to stock- 
holders during the previous year. Al- 
though in the nature of a liquidating 
movement, it does not, contrary to the 
opinion held in some quarters, signify 
that operations are to be correspond- 
ingly curtailed, or that final liquida- 
tion is a definite prospect. It is simply 
another means of distributing to stock- 
holders assets accumulated from past 
profits, and which are no longer re- 
quired for corporate purposes. 

By reason of the large cash assets, 
the pipe line companies are in the na- 
ture of partial investment trusts com- 
posed of high grade securities yielding 
a low return. Substantial distributions 
of the type already described were 
much more common in former days, 
the declining business being accompa- 
nied by increasing conservatism in 
this respect. It is obviously to the in- 
terests of stockholders that the old pol- 
icy be maintained with respect to funds 
not needed in the business, even more 
so than in the era of greater prosper- 
ity. 

If substantial profits are virtually 
assured, as was the case formerly, sur- 
plus funds are quite safe and it makes 
no great difference at what time they 
are distributed, but the greater the un- 
certainty in the oil transportation busi- 
ness, the greater the potential disad- 
vantage in tying up these investment 
trusts with oil operations, and the more 
reason for turning them over at least 
in part to stockholders, who will then 
be able to reinvest them in a manner 
to yield a higher return with perhaps 
less risk, the potential risk arising not 
from the quality of securities employed 
for investment by the pipe line compa- 
nies, which is of the best, but from the 
possibility that it might at some time 
become necessary to draw upon sur- 
plus funds in the event of an operat- 
ing deficit. This should not be con- 
strued as implying pessimism on the 
general outlook for the pipe lines from 
an operating standpoint, but until such 
time as there is definite assurance of 
operating stability, unused liquid as- 
sets might better be in :ndividual hands 


than to remain in the treasuries. Spe- ~ 


cial distributions on a larger scale 
than of late, in accordance with this 
policy, is the prospect wherein lies the 
principal element of attraction in the 
stocks. 


Looking at the situation from an 
operating point of view, it will be 
found that, after deduction of the share 
value of the cash assets from the mar- 
ket price of the stock, the balance, rep- 
resenting the cost of a unit equity in 
operating earnings, is brought down 
to a relatively low figure where the 
benefits possible of realization appear 
to offset whatever risk is involved with 
a fair margin to spare. 

South West Pennsylvania Pipe Lines, 
for example, selling currently around 
75 on the New York Curb market, has 
cash and investment securities amount- 
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ing to approximately $54 per share, 
leaving about $21 as the cost of an in- 
terest in the company as an operating 
concern. In 1926 this company on op- 
erations alone earned $5 per - share 
after all charges.including depreciation 
and taxes, a figure which will probably 
be exceeded this year. Ability to pur- 
chase an earning power of $5 per share 
at a theoretical cost of $21 has all the 
appearances of an unusual bargain if 
there is any sort of an even chance 
that operations can be maintained on 
as favorable a basis. 

This illustrates the extent to which 
the equity in cash assets is overlooked, 
which is not unnatural, as it is little 
more than nominal until it assumes 
tangible form through the medium of 
a special distribution. If events should 
shape themselves whereby such a dis- 
tribution appeared imminent, the situa- 
tion would undoubtedly correct itself 
‘through a higher market appraisal of 
the worth of the stock, although theo- 
retically its value would remain un- 
changed, assuming no important change 
in earnings status. In other words, 
recognition of the value of undistrib- 
uted cash assets to a considerable de- 
gree lies dormant until stirred up by 
the prospect of a definite segregation 
of a portion thereof. 

The loss of through business has 
affected different companies differently. 
Southern Pipe Line and New York 
Transit are largely dependent upon 
that type of shipments, and earnings 
have suffered accordingly. It so hap- 
pens, however, that they are among 
the most favored in respect to the per- 
centage of cash assets to market valua- 
tion. These are probably the only two 
companies in the group where the ques- 
tion of liquidation might arise, and be- 
cause of their ample cash assets, both 
would be well situated in the event of 
liquidation. So far during the present 
year Southern Pipe Line has carried 
nearly twice as much oil as in the cor- 
responding period of 1926, which has 
enabled a resumption of dividend pay- 
ments for the time being. New York 
Transit has not fared so well and stands 
out as the only non-dividend payer. 
Conditions responsible for the stimulus 
to Southern Pipe Line’s business, that 
is, the abnormal movement of oil from 
the mid-continent fields and the in- 
crease in tanker rates, have now vir- 
tually subsided, and the dividend out- 
look as far as that company is con- 
cerned is problematical. 

There is one factor, however, that 
might well prevent the liquidation of 
the businesses of these two companies 
even if the outlook for earnings should 
render it advisable otherwise. South- 
ern Pipe and New York Transit own 
lines which connect with and act as 
feeders to seaboard refineries of Stan- 
dard Oil of New Jersey and Standard 
Oil of New York, respectively, and al- 
though far less important in this re- 
spect than formerly, they nevertheless 
have a very tangible value to those 
large refineries if only as an emer- 
gency means of obtaining their crude 
oil requirements. Considering that the 
stock market is according little or no 
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value to these pipe line companies over 
and above the value of their cash as- 
sets, the chances are that the physical 
properties could be purchased at a rea- 
sonable figure, and it would appear, 
therefore, that such a course would be 
followed as an alternative to allowing 
the lines to be dismantled entirely. 
Prairie Pipe Line and Illinois Pipe 
Line cover the widest range of terri- 
tory and are probably in the most 
strategical position from an operating 
point of view. Prairie Pipe in particu- 


‘lar is the one company in the field 


that has actually benefited from the di- 
version of traffic to oil tankers, as one 
branch of its system connects the mid- 
continent fields to the Gulf Coast. It 
is thus able to act as an intermediary 
transporting agency for oil carried to 
the Atlantic seaboard over the water 
route. From the standpoint of yield 
on the investment, Northern Pipe Line 
presents the most attractive aspect. It 
possesses by far the largest cash assets 
per share of the entire group, a figure 
closely approximating current market 
levels for the stock in excess of 90. 
Although much business has been lost 
in recent years, it is still able to show 
a good operating profit, and, with its 
income from investments, pay divi- 
dends at the rate of $8 annually. 
Among the lower priced stocks, Na- 
tional Transit, selling around 20, is in 
a highly interesting situation despite 
the inadequate income from pipe line 
operations, due to the unrevealed earn- 
ing power of its pump and machine 
manufacturing subsidiary which fur- 
nishes the greater part of the profits, 
and the lack of recognition accorded 
this factor in the market. 


To the discerning investor then there 
are still opportunities to be found in 
the pipe line field. Although a return 
to its former high estate is hardly pos- 
sible, the industry has gone a long way 
in adjusting itself to changed condi- 
tions, and the public pessimism engen- 
dered in the process has tended to ob- 
scure the large equities in cash assets 
which sooner or later should assume 
tangible form through periodic distri- 
butions to shareholders. Pipe line 
stocks, however, should be regarded 
from the long range standpoint, espe- 
cially at current prices which have 
been somewhat stimulated by stronger 
operating earnings than usual through 
conditions unlikely to be repeated for 
some time to come. 
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ture, 4; food containers, 5; machinery, 
8; miscellaneous, 20. Production of 
automobiles and trucks has thus far 
been about 17% less than last year, so 
that at least 2% of the total steel pro- 
duction this year is involved. As a 
matter of fact the real drop took place 
in the second and third quarters, and 
possibly accounted for a general drcp 
in rate of operations of at least 5%. 
Railroad car orders for the first nine 
months were 175,538 compared with 
102,129 last year, while locomotive or- 
ders showed a similar trend with 1,610 
in 1927 against 2,107 in the first nine 
months of 1926. The over-production 
of oil fields was marked by a sharp de- 
cline in oil country steel. Exports, 
with scrap excluded, were 165,500 tons 
per month thus far this year compared 
to 171,900 last year. To counteract 
some of this sharp decline, steel for 
building construction was distinctly 
strong as was the demand from farm 
implement makers. Structural awards 
were about 1.6 million tons to Novem- 
ber 1st compared with 1.2 millions last 
year or an increase of approximately 
83%. This was somewhat offset by a 
decrease in concrete bar demand. 

The present situation shows some 
improvement in demand, much of the 
new contracts calling for first quarter 
delivery, but some part is available for 
immediate rolling. Structural awards 
in the last week of October totalled 
33,000 tons, a sharp increase from pre- 
vious weeks, and closely approximat 
ing the high weekly average of this 
year. Agricultural machinery, run- 
ning about 35% ahead of last year re- 
mains a strong feature. While the tin- 
plate industry is averaging only about 
70%, it is expected that better opera- 
tions will take place as soon as new 
price schedules for 1928 are out of the 
way. 

Pipe orders of recent date amounted 
to some 200,000 tons. Half of this was 
for a gas line from Amarillo to Denver, 
with about 50,000 tons involved in an 
inquiry by the Roxana Petroleum Com- 
pany. Other sizeable amounts come 
from various Texas and New Jersey 
undertakings. A recent order for ap- 
proximately 175,000 tons of rails was 
placed, closely following some other 
fair sized rail contracts, amounting to 
50,000 tons. In addition a 20,000 ton 
order, involved in 1,350 cars and other 
rolling stock, was placed by the C. & 
N. W. Some 4.5 million tie plate in- 
quiries have also helped to lend con- 
fidence to the hope for higher opera- 
tions. While railroads generally are 
still slow in releasing some of their 
important needs, there are definite in- 
dications of further revival in steel de- 
mand from this quarter. 

In the automotive field, steel require- 
ments are still small, but the steel in- 
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dustry should quicken activity as soon 
as expected inquiries for 100,000 Ford 
units develop. It is generally accepted 
that the Ford situation has dammed up 
normal steel requirements for automo- 
piles, and that as soon as the new cars 
are released other manufacturers will 
be in a better position to make known 
their requirements. There is no doubt 
soncerning this latent buying power 
due to accumulated hesitant purchas- 
ing. The full extent of this develop- 
ment will hardly be felt before early 
next year. Another bright feature has 
been the unexpected sharp increase in 
forward bookings by the corporation, 
amounting to 200,000 tons on unfilled SPRINGFIELD 

orders. It represents the first month 

this year in which a pronounced change 

for the better occurred. 

It appears evident that the 1.8% in- 
crease of October ingot production over 
September while slight, marks the turn 
in the steel industry. Production should 
work to higher than the present 70% 
level before the end of November, with 
December showing increasing opera- 
tions. The production for the fourth 
quarter will probably average close to 
75%, which would mean approximately 
5% better than the previous quarter. So “A. . 

The influence of hand-to-mouth buying Bear In any kind of weather, 
is generally accepted as a stabilizing i 9 . . ° 
factor in steel production, cushioning ee there’s a great satisfaction in 
the industry against the excessive de- eC the feeling of security that 
clines of earlier years. However, it is f ‘ . 

possible that this manner of purchas- comes Irom Knowing you are 
ing is being somewhat overdone as was é ridins on Kelly-Springfield tires. 
the old order of forward buying. If 5 al 

buyers are permitting stocks to run too 
low, any factor causing a sudden de- 
pertiag apd ghee ge TMs 
fill orders for immediate wants. Such \ 
a situation, while only a_ possibility, 
may not be without its influence on 
price structure. 

From the foregoing it appears that 
the industry as a whole will operate at 
a somewhat higher rate than in the 
third quarter, and under low prices, 
since no great change is expected in the 
near future in either direction. For 
some companies, who obtain revenue 
from carriers, increased production ad- 
vantages will be offset by the loss in in- 
come from these extraordinary sources. 
In the.accompanying reviews are given 
the estimates of possible earnings for 
some of the leading steel concerns in 
the fourth quarter. 

















You Remember 
The Fable of the Hare 
and the Tortoise? 


It applies so pertinently to many who have money to invest and 
long for big, quick profits. 

If only more understood how really rapidly their money would 
multiply, and all the time be perfectly safe, by buying Baird & 
Warner 5% Bonds and compounding the interest, there would be 
very little money wasted in trying to get rich quick through 
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Let us show you how rapidly you can build 
up a substantial estate through our bonds on 
our compound interest plan. Even though you 
may not be ready to buy right now, it will be 
worth your while to look over our new Issues 
and our Investment Plan. As writing In does 
not obligate you, why not drop us a line today? 


BAIRD.& WARNER 


BONDS AND MORTGAGES 


134 So. La Salle St., Chicago, U.S.A. 


U. S. Steel Net earnings in the 

third quarter were 
$41,373,831, compared with $46,040,461 
in the second and $52,626,826 in the 
third period of 1926. This was the 
equivalent, based on new common stock 
of $2.15, $2.79 and $3.58 respectively. 
Earnings by months were 13.8 millions 
in July, 14.3 in August and 18.3 in Sep- 
tember with operations estimated at 66, 
74 and 65% respectively. It is gener- 
ally understood that October operations 
were about 66%. November should 
show an average over 70% with De- 
cember even better, or it may be as- 
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Dividend 





Public Service Corporation 
of New Jersey 


Dividend No. 82 on Come 
mon Stock 
Dividend No. 36 on 8% 
Cumulative Preferred Stock 
Dividend No. 20 on 7% 
Cumulative Preferred Stock 


The Board of Directors of Public Service Corpor- 
ation of New Jersey has declared dividends at 
the rate of 8% per annum on the 8& Cumulative 
Preferred Stock, being $2.00 per share; a the 
trate of 7% per annum on the 7% Cumulative 
Preferred Stock, being $1.75 per share; and 
50 cents per share on the non par value Common 
Stock for the quarter ending Dec. 31, 1927. 
Dividends are payable Dec. 31, 1927, to 
Stockholders of record at the close of business 
Dec. 2, 1927. 

Dividends on 6% Cumulative Preferred 
Stock are payable on the last day of each 
smonth. 


T. W. Van Middlesworth, Treasurer. 








Public Service Electric 
and Gas Company 


Dividend No. 14 on 7% 
Cumulative Preferred Stock 
Dividend No. 12 on 6% 
Cumulative Preferred Stock 


‘The Board of Directors of Public Service Elec- 
tric and Gas Company has declared the regular 
quarterly dividend on the 7% and 6% Preferred 
Stock of that Company. Dividends are payable 
Dec. 31, 1927, to stockholders of record at the 
close of business Dec. 2, 1927. 


T. W. Van Middlesworth, Treasurer. 


The Bell Telephone Company 
of Canada 
Notice of Dividend 


A dividend of two per cent (2%) has 
been declared payable on the 14th January, 
1928, to shareholders of record at the close 
of business on the 23rd December, 1927. 

W. H. BLACK, 





Secretary-Treasurer. 
Montreal, 23rd November, 1927. 





THE MONTANA POWER COMPANY 
COMMON STOCK DIVIDEND NO. 61 


A dividend of one and one-quarter per 
cent. (14%) on the Common Stock has 
been declared, payable January 3, 1928, to 
stockholders of record at the close of busi- 
mess on December 12, 1927. 

Checks will be mailed. 

J. F. DENISON, Treasurer. 

25 Broadway, N. Y. 





Republic Iron & Steel Company 
PREFERRED DIVIDEND NO, 93 
At a meeting of the Board of Directors 


of the Republic Iron & Steel Company, 
the regular-quarterly dividend of 1%% 
on the Preferred Stock was declared pay- 
able January 2, 1928 to Stockholders of 
Record’‘December 14, 1927. 

RICHARD JONES, JR., Secretary. 


fourth quarter. 





Phillips Petroleum Company 
120 Broadway, N. Y. 


The regular quarterly dividend of 75c per 
share has been declared on the capital 
stock of this company, payable January 3, 
1928 to stockholders of record December 


14, 1927 
oO. K. WING, Secretary. 
2986 


sumed that operations for the fourth 
quarter will be approximately 75%. 
Based on a continuation of revenue 
from rail and water carriers in Octo- 
ber, and taking into account the in- 
creased production that may be ex- 
pected for the balance of the year, it 
appears that earnings will be some- 
what under third quarter period due to 
decreased revenue from carriers and 
shipment of steel against low prices in 
Earnings would ap- 
proximate 40 millions for this quarter 
on the basis of these figures, or some- 
what better than common dividend re- 
quirements. It appears that earnings 
will be about $9.75 on new common 
stock for 1927, compared with $12.86 
last year and $9.16 in 1925. Despite 
the falling off from last year, in view 
of the unusually low prices for this 
year, these returns can be considered 
with favor, especially since they re- 
flect the ability of the corporation to 
make fair earnings in spite of reduced 
operations and low prices. 


Bethlehem Earnings for the first 

nine months for this 
concern were $4.65 on common, with 
each quarter showing a marked de- 
crease from the preceding period. It 
can hardly be expected that the fourth 
quarter will be any better than the 
third, and in all probability it will be 
somewhat under. While earnings last 
year were $1.55 for the fourth period, 
they were made under much higher op- 
erations and prices. It appears that 
full year earnings on common will run 
close to $5.00. The large expenditures 
of past years on plant improvement are 
now being partially realized in eco- 
nomical operating costs, and will even 
be more noticeable in the next few 
years. 


Youngstown Last year this con- 
cern earned $14.53 


per share common, compared with 
$12.38 in 1926 and $6.68 in 1925. Thus 
far this year earnings are $5.17, the 
third quarter showing $1.30. The con- 
tinuation of low prices should make 
their mark on fourth quarter earnings 
in spite of an expected improvement in 
production. It appears that earnings 
on common for 1927 will hardly be 
more than $6.00. 


Earnings of this concern 
have been extremely er- 
ratic over a period of years, and in all 
respects exemplify the “prince and 
pauper” title formerly borne by all 
steel concerns. Common earnings for 
the few years past have been as fol- 
lows: $15.00 in 1923; $0.56 in 1924; 
$6.88 in 1925, and $11.05 in 1926. Thus 
far this year $4.07 was earned, the 
third quarter showing a sharp drop to 
$0.21. Fourth quarter prospects are 


Republic 


hardly bright, so that full year returns 
may not be more than $4.00. 


Inland This small Chicago concern 

has shown a regularity of 
earnings during the past few years 
only equalled by the larger companies. 
Earnings on common were $4.04 in 
1924, $3.53 in 1925 and $5.45 last year. 
Thus far this year net return on com- 
mon by quarters has‘been $1.65, $1.73 
and $0.90 for each period respectively, 
making a total of $4.28. Earnings for 
the full year will probably be less than 
last year, possibly somewhat under 
$5.00. 


Among other concerns the same trend 
to somewhat lower earnings than last 
year may be expected. Gulf States 
Steel showed $5.28 on common last 
year, and with $3.32 for the first nine 
months of 1927, can hardly be ex- 
pected to earn more than $3.50 to $4.00. 
Colorado Fuel, which earned $7.60 on 
common last year and made an ex- 
ceptionally fine showing of $6.95 in the 
first half, slumped badly in the third 
guarter with $0.11. Earnings for the 
fourth quarter may be somewhat bet- 
ter, but in any case it appears doubtful 
if last year will be surpassed. 


As a whole steel industry earning 
prospects in the fourth quarter are 
not particularly prepossesing, and 
earnings for the full year should be 
noticeably less than last year. While 
reduced operations does in some meas- 
ure account for this, the vital factor 
has been low steel prices. It is in the 
price situation rather than in opera- 
tions that the steel industry looks for 
relief. 

With any improvement in price 
structure, first quarter earnings should 
compare favorably with that of last 
year. There are clear evidences of 
promised higher operations for this 
quarter. With prevailing poor prices 
there should be some improvement over 
fourth quarter earnings due to higher 
operations, and with any sort of fair 
prices, first quarter earnings will prove 
decidedly satisfactory. As indicated by 
this year’s performance, holders of 
stocks in well integrated steel concerns 
should have no cause for alarm, since 
such concerns can earn fair amounts in 
spite of low prices and moderate op- 
erations. There is every reason for 
them to view the future hopefully. 
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COLUMBIA GAS & ELECTRIC 
(Continued from page 239) 
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company has no raw material and very 
small labor costs. Its main cost items 
may be generally classed as overhead, 
which declines sharply per thousand 
cubic feet as the amount of gas sent 
out increases. A natural gas company 
will, therefore, normally quote a much 
lower rate to a large scale industrial 
buyer than to the home consumer. A 
typical illustration would be 65 to 75c 
per thousand cubic feet to a small do- 
mestic consumer against 10 to 15¢ per 
thousand to the large factory user. 


The strictly natural gas company, 
largely dependent on industrial de- 
mand for its sales must necessarily be 
more subject to fluctuations of business 
prosperity. In times of depression, a 
few large factories shutting down 
would cause an appreciable decline in 
total sales and net earnings. Domestic 
users, on the other hand, would be apt 
to use pretty nearly the same amount 
of gas per capita for cooking, lighting, 
heating, etc., in bad times as in good. 


Gas and the “Business Cycle” 


It is reasonable to expect, therefore, 
that natural gas companies will in the 
long run, prove sensitive to fluctuations 
of general business activity to an ex- 
tent not usually expected of a public 
utility. To some extent these varia- 
tions have been disguised hitherto by 
the rapid increase in the consumption 
of natural gas as more and more in- 
dustries appreciate its merits and econ- 
omy, and this upward trend may be ex- 
pected to continue for some time to 
come. At the same time, getting down 
to our specific subject, Columbia Gas & 
Electric as a system deriving 65% of 
its gross from gas and 11% from gaso- 
line, oil and miscellaneous, a total of 
76% from lines which may be expected 
to fluctuate, against 22% from elec- 
tricity and 2% from traction, branches 
which should remain stable in spite of 
business depression, must be admitted 
to be more vulnerable than the smaller 
system of 1925, which received 50% of 
its gross revenue from electricity and 
12% from gas. 

This may help to explain why the 
stock, at current prices around 88 to 
yield 5.7% on the current dividend rate 
of $5 is selling at only about twelve 
ind one-half times 1926 earnings per 
share, while other strong utility stocks 
are selling at fifteen to twenty times 
earnings. 

In view of the record of progress in- 
dicated by the accompanying figures, 
there seems little reason to doubt that 
the company’s gross and net will con- 
tinue to increase over a’period of years 
and that increasing benefits to stock- 
holders may come from the widening 
margin over the present dividend rate. 
The company’s record has been one of 
great financial conservatism, aggres- 
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sive selling methods with respect to its 
utility services, efforts to simplify the 
complex financial structure which has 
grown up over a period of years, low 
valuation of fixed assets and commend- 
able foresight with regard to reserves 
of natural gas, especially with the 
added precaution of utilizing artificial 
gas installations as auxiliaries. At 
current prices, the stock would seem 
to be a reasonable purchase for a long 
pull. 








“STOP INSANITY WHEREVER 
IT BREAKS OUT” 
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extravagance, and of waste on fads. 

The Government is not financing 
many fads now, but new ones are 
constantly being proposed. 

We are going to keep the Govern- 
ment on the sound business basis that 
has been established in recent years. 
There still is room for improvement 
but it is worth noting that in several 
respects the Government is now run 
with better regard for sound practice 
than are many big private corporations. 
For example, Government finances have 
been handled with greater fidelity to 
sound principles than are the finances 
of practically any business corporation. 
The war debt has been reduced in the 
extent of $8,000,000,000 and the annual 
interest cost on account of that debt 
is $335,000,000 less than it was eight 
years ago. What large corporation 
can make so good a showing? We will 
adhere at this session to policies which 
have made that showing possible. 

I have outlined what I think will be 
the guiding principles of those who are 
responsible for legislation enacted by 
the House of Representatives at this 
session. What will be done about any 
particular proposal, outside the Gov- 
ernment’s own immediate affairs, is of 
course beyond prediction. It will be a 
busy session; many important national 
problems must be considered. I don’t 
think sound and honest business has 
anything to fear from this Congress.” 








NEUTRAL WITH RESPECT TO 
BUSINESS 


(Continued from page 219) 








are opposed to government operation 
of the power and nitrate plants. The 
subject involves points of principle and 
policy that are of importance to busi- 
ness in general as well as the section 
directly affected. 

I assume that farm aid and flood 
control are matters not within the im- 
mediate realm of business. Both prob- 
ably will be dealt with in a compre- 
hensive manner. Am sure the Dem- 
ocrats will do all possible towards 
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Averican TELEPHONE AND TELEGRAPH COMPANY 
BELL SYSTEM 
153rd Dividend 

The regular quarterly dividend 
of Two Dollars and Twenty-Five 
Cents ($2.25) per share will be paid 
on Monday, January 16, 1928, to 
stockholders of record at the close of 
business on December 20, 1927. 

H. BLAIR-SMITH, Treasurer. 
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helping solve both of these big 
problems. 


But those two complicated subjects, 
and taxes and perhaps electric power, 
with necessary routine matters and 
appropriations, «are. not likely to leave 
much time for attention to other 
problems. 


The Democrats will make an offer to 
join with the Republicans in revising 
the tariff but that is about as far, I 
suspect, as the proposal will get. 

Politics will take up a good deal of 
time, necessarily. The political equa- 
tion will figure hugely in the question 
of admitting to the Senate two men 
whose rights to membership are dis- 
puted. Discussion of this subject may 
be extensive in the Senate. The wet 
and dry issue which runs athwart all 
political parties will be a subject of 
much debate—and little action. 


The pending national campaign 
naturally makes those in ‘control of 
legislation hesitant about adopting any 
measures likely to cause disagreeable 
disturbances. I doubt if they will let 
anything widely objectionable to the 
business world get by at this session. 
But measures wanted by the business 
world will have an uphill climb with 
little prospect of reaching points where 
they will be even voted upon. There 
may be individual exceptions not now 
predictable but they won’t be numer- 
ous. 


If Congress solves the farm and 
flood problems and works out a sound 
and equitable tax bill and disposes 
properly of Muscle Shoals, and with 
this last makes a beginning towards 
dealing comprehensively with the 
power problem, most members will feel, 
I think, that the session has been a 
successful one. 
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TRYING TO PUT EACH OTHER 
IN A HOLE 


(Continued from page 262) 








made at this session, though of course 
I hope something will be done. Par- 
tisanship is likely to be too rife for 
an adequate solution of the problem to 
be adopted by Congress at this session. 
“You ask me about the Progressive 
group in the Senate. I believe its 
members will work together closely at 
this session, probably more closely 
than they have done during the last 
several years. They will not operate 
in a partisan way like the abject 
followers of the old party organiza- 
tions. There are and will be differences 
of opinion among us but in general, I 
think, we will be agreed in the end. 
We are not a ‘destructive’ group, we 
havn’t any knives out for business or 
industry as such. But we do think 
that even the Power Trust is secondary 
to the Government and that the public 
interest should have first consideration 
in dealing with problems in which the 
big power companies are concerned.” 


MODERN DIPLOMACY— 
CASE ONE 


(Continued from page 221) 
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many cases ‘and the reflection would be 


witnessed ina revival in market inter- 
est. Furthermore, the huge natural re 
sources of Mexico, including mining, 
oil, and water power, are still awaiting 
further development. 
are over $200,000,000 invested in water 
power development and irrigation, of 
which American capital has taken a 
large share; about a half billion dollars 
is invested by American interests in 
Mexican mining properties; probably 
quarter of a billion in oil properties. 

Mexico has huge potential value to 
the developer. Owing to unfortunate 
developments internally and externally 
during the past decade or more, the de- 
velopment of these resources by outside 
agencies has been retarded. It is to be 
believed that a new era of amicable co- 
operation will provide a suitable back- 
ground for resuming the traditional 
American interest in Mexican economic 
welfare. 

It is because of the immense possi- 
bilities involved that the mission of Mr. 
Morrow will be watched with more than 
customary interest. Should he succeed, 
it will mark not only a diplomatic 
triumph of the first order for the Presi- 
dent but it will announce to the world 
that the conservative American busi- 
ness man has a grasp of affairs and 
understanding of human relations not 
generally, unfortunately attributed to 
him. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 


Note—To obtain a dividend directly 
from the company the stockholder must 
have his stock transferred to his name 
before the date of the closing of the 
company’s books. 


Ann’l Amount Stock Pay- 
Rate Declared Record able 
$6 Adams Express $1.50 Q 12-15 
$2 Am. Bank Note cm...$0.50 Q 12-12 
.. Am, Bank Note cm....20% Stk 12-12 
.. Am, Bank Note cm...$1.00 Ext 12-12 
$3 Amer, Chicle cm $0.75 Q 12-15 
$5 Amer. Radiator cm...$1.25 Q 12-15 
$4 Amer. Safety Razor..$1.00 Q 12-10 
. Amer, Safety Razor..$0.25 Ext 12-10 
25 Q 12-20 
$7 Ati, Coast Line..... , $3.50 SA 12-15 
‘'$1.50 Ext 12-15 
1% Baldwin Loco, cm....3%% 12-3 
7% Baldwin Loco, pf... 8% % 
$5 B‘klyn Union Gas... $1.35 


$5 Montana Power 
$5 Nat’l Lead cm 
$3 Packard Motor $0. 5 
. Packard Motor $0.15 Ext 12-15 
$8 Par, Fam. Play cm...$2.00 Q 12-18 
$6 Pere Marquette Ry...$1.50 Q 12-10 
$2.40 St. Joseph Li $0.60 Q 12-9 
.. St, Joseph $0.25 Ext 12-9 
$7 St. L.-San Fran. cm..$1.75 @ 12-9 
St. L.-San Fran. cm..$0.25 Ext 12-9 
$2 So. Porto R. Sug. cm.$0.50 Q 12-10 
$6 Union Carbide & Car..$1.50 
$4 United Fruit , 
$2 White Motor 5 
$5 Young, Sh. & T. cm..$1.25 12-14 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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TRADE TENDENCIES" 
(Continued from page 258) 
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chown a similar tendency, a more 
favorable production rate for the in- 
dustry, as a whole, is sure to be wit- 
aessed. At the present time the cor- 
poration is operating at about 71%, 
with the entire industry slightly above 
68%. 

The most encouraging development 
in some months occurred in the recent 
advance of $1 per ton in plates, bars 
and shapes which took place in the 
Pittsburgh and Chicago markets. A 
orice of 1.80c per pound was quoted in 
he Pittsburgh district, and 1.90c in Chi- 
eago by two of the subsidiaries of the 
Steel Corporation, although a leading 
independent in the Chicago territory 
also revised its price scale to this 
figure. 

Considerable railroad business is 
coming into the market and the buying 
seems likely to be sustained for some 
time, as equipment replacement ton- 
nage is still to be specified for. Agri- 
cultural implement makers are operat- 
ing at the best levels of the year, with 
little indication that there will be any 
material let-down. Demand from the 
automobile industry should show a sub- 
stantial increase in January, which 
marks the beginning of a larger pro- 
duction period, and even now some im- 
provement is in evidence. 

Pig iron has shown no change as 
yet, but recovery in the finished steel 
market cannot fail to find reflection in 
iron markets. Prices are still at low 
levels but more inquiries coming into 
the market suggest the possibility of 
some much-needed strength; and the 
outlook is distinctly more favorable. 








PETROLEUM 











Recovering Slowly 


Owing to consistent over-production 
of crude oil throughout the year, the 
industry has an accumulation of stocks 
on hand which finds no precedent in 
petroleum history. The amount of oil 
and its products in storage so far this 
year shows an increase of over 11%, 
while crude alone reflects a gain ex- 
ceeding 17%. Gasoline, on the other 
hand, is down; total stocks at the end 
of September showed a decline of about 
8,500,000 barrels as compared with the 
same period last year. 

While it is true that pro-rating 
agreements have partially accomplished 
their purpose, current production is in- 
sufficiently curtailed to hold forth 
promise of any great nearby improve- 
ment. From a long range aspect the 
steady decline in production is en- 
couraging, but it should be noted that 
it is still in excess of last year. That 
(Please turn to page 295) 
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The Best Investment— 
Health and Recreation 


The old North Wind is tuning up while Jack 
Frost peeks around the corner. Old man Winter 
will soon be back for his yearly visit, which re- 
minds us again of that trip we have long wanted 
to take. | 


Where shall it be? Europe, Cuba, The Mediter- 
ranean, South America, California, or Florida? 
Now is the time to make your plans, before the 
best of the reservations are taken. 
























Many readers have found in this department the - 
information they wanted; the suggestions they 
needed in selecting the best resort or the best way 
of reaching it. 





















Our Travel Department will gladly see that any of the 
following booklets are sent to you! 











Merely check those trips in which you are interested, on 
the coupon below and ATTACHED TO YOUR BUSI- | 
NESS LETTERHEAD, mail to the Travel Dept. 
















THE MAGAZINE OF WALL ST., 42 Broadway, N. Y. City. | 


(JCruise to Norway = 
CiCanada = 
CItaly and the Continent 
CYellowstone National Park 
(CJSeattle—The Pacific Northwest” 
DHawaii “i 





CiMediterranean Cruise 
(South America—Africa 
LITo West Indies 
CJAcross the Atlantic 
DITo the Orient 

[To Bermuda 
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7 
Please send me, without charge or obligation, the booklets checked above. 






























Avoid the 
Invisible Death! 


NVISIBLE, odorless, and fatal — that 

is carbon monoxide gas, a poison 

which lurks in your automobile, in your 
gas range, and other appliances. 

The danger is so real that the Motor 
Vehicle Departments of various states 
now plan to furnish motorists (with 
their registration plates) a warning 
against this gas. 

For the past few years we, and other 
insurance companies, have been bring- 
ing this danger to public attention. 
And we offer you—FREE—a booklet 
on the subject, designed to save lives. 















































































































Lire INSURANCE COMPANY 
oF BOSTON, MASSACHUSETTS 


INQUIRY BUREAU 
197 Clarendon St., Boston, Mass. 


Please send me your free booklet on 
Carbon Monoxide Gas. 



































































Ins. Co. of _— America 

Fire Association 

Philadelphia Eiectric 

Lehigh Power 

United Gas Improvement 

Lit Brothers 

Pennsylvania Salt 

West Jersey & Sea Shore 

Shreveport El Dorado 

Giant Portland Cement 

Stanley Company 

Atlantic City rg Shore 5s, 1945 
Atlantie City & Shore Stocks 
Atlantie City & Ocean City 5s, 1947 
Atlantic City & Ocean City Stocks 
Chester Co. tight & — 6s, 1954 
Shelburne, Inc., 642s, 1940 
Washington Heights lee ‘Stocks 
Wilmington & Chester Trac. 6s, 1933 
American Ins. Co. of Newark 

Camden Fire Assoelation 

Reliance Insurance 


Newburger, Henderson & Loeb 


Members of the New York and 
Philadelphia Stock Exchanges 


100 Broadway, New York City 
1512 Walnut Street, Philadelphia 
























































































































































Direct Private Wires 
New York Telephone, Rector 7060 



























































IMPORTANT ISSUES 


Quotations as of November 22 


1927 Price Range 


ecent 

Name and Dividend High Low Price 
Albert Pick Barth wi.ft...... 14% 10 11 

Aluminum Co. of Amer...... 113% 67% 111% 
Amer. Cigar (8)...........+. 148% 115 137 

Amer, Gas, Elec, (1)tt. pices 125 68% 124% 
Amer. Super Power A (1.2)¢. 41% 27% 40 
Caietet De. (8) oscccicdeccsee 853%, 62% 65 
Centrif, Pipe (0.60)*........ 18% 9% 12 
Cities Service New (1.2)f.... 58% 40% 651 

Cities Service Pfd. (6)f...... 95 874%, 94% 


Consol. Gas of Balt, (2%)... 71 50% 68% 
Consolidated Laundries (2)*.. 22% 15 154% 


Durant Motors? ....0..0s02.00 14% 5% 9% 
Elect. Bond Share (1)f...... 80% 664% 76% 
Electric Investorst .......... 44%, 32% 44% 
Fajardo Sugar (10).......... 167%, 150 158 
Ford Motor of Canada (15)... 598 393 572 
General Baking A (5)*...... 803%, 52%, 78% 
General Baking B*.......... 9% 4% 9 
Glen Alden Coal (10)}....... 18744 159% 180 
ge CR (ES) aac 105 86144 103% 
Happiness Candy Store (50).. 7 4, 55% 
(Hecla Mining (2)f........... 18% 12% £16 
Hygrade Food Products...... 25 233%, 24 
International Utilities B...... 9% 3 8% 
Johns-Manville, new (3)...... 1233, 55% 116% 
Land Co. of Floridat ........ 36 18 26 
Licn Oil Refining (2.25)*.... 27% 20% 22% 
Lone Star Gas (2).........0. 574%, 87%, 56% 
Metro Chain Storeff......... 58% 30 55 


Mountain Producers (2.60)7... 26% 223%, 25 


New York Curb Market 






1927 Price Range 
——-“——_ Recent 


Name and Dividend High Low 
New Mex. & Arizona Landt.. 16 9% 
New Jersey Zinc (12)........ 194% 178 
Nipissing Mining (30c)*..... 10% 5% 
Northern Ohio Powerf....... 18% 9% 
Pacific Steel Boiler (1)*...... 14% 914 
Puget Sound P. & L.f........ 88% 28 
Reo Motor (80c)f............ 264% 19% 
Salt Creek Producers (2%)t. 32 27144 
So’east Pwr. & Lt. (new 1)t. 46 29% 
So’east Pwr. & Lt, Pfd. (4).. 84% 67% 
ONEK COTE” coos cvecccescc 21% 12% 
Tobacco Products Exportt.... 4% 3 
BO TE ksac es essctessees 8% 38% 
Tubize Artif. Silkt (10)..... 403 145 
Tung-Sol Lamp ‘“‘A’’ (1,89)... 243%, 17% 
United Electric Coal......... 331%, 225% 
United Gas & Improvem’t (4) 118% 89 
U. 8S. Gypsum (1,66)........ 110% 88% 

STANDARD OIL STOCKS 
Contiriental Oil (1)........... 2254 16% 
Humble Oil (1.6)f............ 681, 54 
International Pet. (.75)...... 34% 28% 
hid OW. TOS) isiiseecwcees 6754 52 
Prairie Oil & Gast........... 5542 45% 
Standard Oil of Ind. (8.5)t.. 814% 64% 
Vacuum Oil (5)f.........0.. 149% 95% 


* Listed in the regular way. 


Price 
9% 
182% 
6% 
1754 
14%, 


491, 
80% 
147% 


+ Admitted to unlisted trading privileges. 
+t Application made for full listing. 





URB stocks continued strong the 
C past fortnight, with more uniform 

gains recorded throughout the list 
than characterized the “Big Board” and 
some of the secondary exchanges. Pub- 
lic utility shares were especially strong. 
American Gas & Electric reached 125, 
a new high for the year and a gain of 
about fifteen points during the period. 
New highs were also established by 
Electric Investors and Northern Ohio 
Power. Puget Sound Power & Light 
continued to show the strength in trad- 
ing recently pointed to in these col- 
umns, registering a gain of about four 
points during the fortnight which car- 
ried the shares close to their high mark 
for the year. Dividend resumption is 
thought to be not far in the offing for 
this issue, if the company continues to 
strengthen its position at the present 
indicated rate. 

The two “Mellon Stocks” on the Curb 
made a rather spectacular display dur- 
ing the fortnight. Aluminum Company 
of America ana Gulf Oil, both recorded 
new high levels for the year, with a 
considerably larger volume of trading 
in both shares than normally is wit- 
nessed on the Curb for these “inactive” 
shares. Atténtion has been called to 
the interesting long range profit oppor- 
tunities in Gulf Oil a number of times 
by this department, as a logical ex- 
pectancy from the company ’s strong 







position in the petroleum industry, and 
the probability of melon cutting due 
to the existence of the company’s 135 
million dollar surplus. The recent ac- 
tivity is presumably based on the ex- 
pectancy of some such action by the 
management in the not distant future 
and buying of the most impressive 
character has been noted recently on 
the Curb a goodly portion of which is 
said to come from Pittsburgh. Most of 
the Standard Oil stocks were strong, 
new highs being made during the 
period by Humble Oil, Vacuum Oil and 


Standard Oil of Indiana. 


The industrial shares showed far less 
irregularity than in past weeks and had 
a number of outstanding strong spots. 
Tubize Artificial Silk which has been 
bought well for some time past, crossed 
400 during the fortnight, making a new 
high for the year and a gain of over 
sixty points during the period. Gen- 
eral Baking A stock, recommended by 
this department in the last issue made 
a new high for the year at over 80 and 
held fairly well to this mark in spite of 
some profit taking that came on the 
market. Hygrade Food Products—a 
new comer on the Curb—opened up 
about 6 points over the offering price 
and made a high of 25 during its first 


week of open market trading. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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(Continued from page 298) 
producers are fully aware of the neces- 
sity for the stricter regulation of out- 
put can be noted in the extension of 
the pro-rating agreement to January 1. 
So for the present time there is little 
danger that production will take an up- 
ward leap, and it is to be hoped that 
the industry will see fit to continue the 
restriction program in the new year. 
There are other factors to be con- 
sidered which preclude the possibility 
of former excessive production. These 
are the present low level of prices and 
winter weather. The former is not 
favorable to wildcatting, and the latter 
offers considerable impediment to ab- 
normal drilling operations. 

Refined products, on the other hand, 
are in much better shape than crude. 
Consumption of gasoline so far this 
year shows an increase of 8.5% over 
last year. Production, notwithstand- 
ing this larger percentage, has been 
held down in line with the industry’s 
intention to pursue a more conserva- 
tive policy with regard to storing of 
excessive stocks, so as to eliminate to 
some extent unnecessary charges re- 
sulting from tankage expenses and 
evaporation losses. In consequence the 
gasoline market is in a favorable posi- 
tion, with prospects that there will be 
a further improvement if the mild 
weather continues. 

If consumption does not fall off pre- 
cipitately, relief may begin to be felt 
early next year, but with facilities al- 
ready overtaxed further price adjust- 
ments may be necessary this winter 
which, will, of course, still further im- 
pair profits of producers already much 
reduced in comparison with more pros- 
perous condition a year ago. 





COPPER 








Position Improves 


Copper continues in a favorable posi- 
tion, with buying, especially on the part 
of European consumers, showing lit- 
tle abatement. Statistically, the indus- 
try is in a better condition, although 
production of refined copper for the 
first ten months of the year increased 
about 42,000 tons over the correspond- 
ing period in 1926. Shipments during 
these months as compared with last 
year are up over 38,000 tons. Mine 
output in October was 68,828 tons; which 
is the largest total reported since July, 
and is a gain of almost 3,000 tons over 
the preceding month. An increase is 
not surprising in view of the present 
scéle of prices, which have been mov- 
ing up slowly but surely in response to 
improvement in both foreign buying 
and domestic markets. With copper 
selling at 13% cents and stocks on 
hand hovering around the lowest levels 
this year, it is only natural that pro- 
ducers will try to catch up with the 
heavier demand by inaugurating a 
more active operating schedule. As a 
result of this, production will in all 
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We Recommend the Purchase of 


Hygrade Food Products 


Corporation 


6% Convertible Bonds 
and 


Common Stock 
AT THE MARKET 


Circulars upon request 


Jerome B. Sullivan & Co. 


Members New York Curb Market 


42 Broadway New York 


Telephone Hanover 0600 











WE HAVE PREPARED 
AN ANALYSIS OF 


United Gas 
Improvement Company 


Common Stock 


Copies may be had upon request 


EDWARD B. SMITH & CO. 


Members New York, Philadelphia and Boston Stock Exchanges 


5 Nassau Street, New York 
Philadelphia Boston 
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MARKET STATISTICS 


N. Y. Times 
N. Y. Times —Dow, Jones Avgs.— 7-—50 Stocks——_, 


Thursday, Nov. 
Friday, Nov. 11 
Saturday, Nov. 


Monday, Nov. 14 .... 
Tuesday, Nov. 15 .... 


40 Bonds 20 Indus. 20 Rails High 
138.13 
138.77 
189,41 
139.86 
139.53 


Wednesday, Nov. 16 ... 


Thursday, Nov. 17 
Friday, Nev. 18 


Low 
175.13 
175.48 
177.66 
177.71 


Sales 
1,728,974 
1,934,400 

977,350 
2,120,280 
2,522,310 
2,218,146 

,463,040 
2,646,750 
1,389,720 
2,492,840 
2,551,655 
2,972,080 














AVERAGE Price oF 40 BonDS 
19145 ‘lo ‘I7 ‘18 ‘19 20°21 —19 —— 1924 —~— —— 1926 ~— 


25 RAILROADS 

8 INDUSTRIALS 

4 STREET RAILWAYS 
2 PUBLIC UTILITIES 

| MUNICIPAL 


U.S.GOVERNMENT BoNnD AVERAGE 


14 <a el 


TAXABLE 


f 











65 








probability continue to mount in con- 
sonance with growing consumption 
both here and abroad. 

Domestic buying is under last ‘year’s 
volume, owing to smaller participation 
of autombile and building industries. 
However, as stated before, this was to 
a large extent offset by the improved 
export situation and better control over 
output. 

The formation of the Copper Insti- 
tute is an interesting attempt on the 
part of producers to accomplish for the 
copper industry what the Iron and 
Steel Institute is doing for the stee! 
trade, i. e., the stabilization of mar- 
kets; but its influence is yet to be felt. 
With little evidence that foreign buy 
ing will be checked, a similar move- 
ment in sympathy with large Euro- 
pean imports is likely to be witnessed 
soon in this country. Although do- 
mestic consumers generally are main- 
taining a waiting attitude, increasing 
amounts of small orders coming into 
the market indicate that greater activ- 
ity is in prospect. 








Important Corpora- 
tion Meetings 


Date of 
Company Specification Meeting 


American Beet Sugar 12-5 
Barnet Leather i 12-5 
Loose-Wiles Biscuit Director; 12-5 
American Express ....... Seecen Dividend 12-6 
Atchison, Top. & 8. F. Directors 12-6 
Borden Co. Directors 12-6 
Fox Film Corp. Directors 12-6 
General Asphalt Directors 12-6 
International Shoe .......... -Com, Div. 12-6 
Oppenheim, Collins & Co. Directors 12-6 
Timken Roller Bearing i 12-6 
Certain-teed Products ivi 12-7 


Lehigh Valley R. R. Dividend 
Pfd. & Com. Divs. 

Oil ‘Well Gupply......ccesecs. -Pfd, Div. 

Pere Marquette Ry. Directors 

St. Louis-San Framcisco Ry....Directors 

United Gas Improvement 

Westingh, El. & Mfg..Pfd. & Com. Divs. 

American Railway Express Directors 

Case (J, I.) Threshing Mach...Directors 

Hudson & Manhattan R. R....Directors 

International Tel. & Tel. Directors 

Southern Pacific Co Dividend 

Union Pacific System Directors 

U. 8, Realty & Improvement. .Directors 

Simms Petroleum 

Westinghouse Air Brake 

Tenn. Copper & Chemical 

Canadian Pacific Ry. : 

Paramount Fam, Lasky Corp... 

American Chain 

American Linseed 

Amer, Brake Shoe & Foundry. .Dividend 

Jewel Tea Company..... secant Directors 

Manhattan Railway .. i 

National Biscuit 

Thompson, J. BR. .........+....+Dividend 

United Fruit Directors 

Western Union Telegraph Directors 

Air Reduction ....... 

Continental Can .............. 

Foundation Co. . 

Macy, R. H. 

New York Central 

Woolworth, F, W. ...... tiene Directors 

Adams Express ............... Directors 

Houston Oil of Texas Directors 

International Cement Directors 

Louisville & Nashville R, R....Dividend 

Magma Copper Dividend 

Texas Gulf Sulphur........... Directors 
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24 Points Profit 
on One Stock 


On July 26 subscribers to The Investment and Business Forecast of The 
Magazine of Wall Street were definitely advised to buy Arnold Con- 
stable & Co., common, then selling around 33. This recommendation 
was made in an analysis in the “Unusual Opportunities in Securities” 
department of the Forecast. One Unusual Opportunity is recommended 
and analyzed each week. 


On November 14 subscribers were specially advised to close out their 
Arnold Constable holdings in this department around 51—at a profit of 
18 points per share. 

Subscribers to the Forecast were also afforded the opportunity of taking 
an additional 6 points profit in Arnold Constable for, on August 22, in 
a special edition, they were advised to buy this stock around 36—to be 
carried in the “Trading” section. .On November 10 we specially recom- 
mended closing out this “Trading” commitment around 42. 


791 Points Net Profit 
January 1 to November 15 This Year 


Or consistently successful record, month in and month out, demonstrates that the 
cash profit actually taken in Arnold Constable is but one illustration of the 
satisfactory results to be secured right along through following the specific buying and 


selling recommendations of the Forecast. 


During the first half of November, for example, our subscribers accepted a total of 101 
points net profit on 19 securities closed out during this period. 


Other Arnold Constable opportunities are developing 
right along. Are you going to profit from them? 


UBSCRIBING to THE INVESTMENT AND BUSINESS FORECAST now may net you 

thousands of dollars within the next six months. Put our corps of market experts to 
work for you—let them seek out the opportunities, analyze conditions, weigh the possibili- 
ties, and—once a recommendation is made—study daily the action of the security until the 
time comes to close it out. Simply mail your check for $75—saving you $25 from the 
regular semi-annual price—with the coupon below and we will: 





(a) telegraph you immediately three to five stocks in the best position to buy at the 
market when this wire is dispatched to you; 

(b) send you the regular weekly and all special issues and recommendations of The 
Investment and Business Forecast for six months; 

(c) analyze your present and contemplated holdings at any time during the entire life 
of your subscription and tell you what to do with each security you own; 

(d) wire you within the next six weeks (in addition to the regular and special advices 
of The Forecast) individual profit recommendations covering three stocks of which 
we will keep a card index record and advise you by personal telegram when to close 


them out. 











SIX MONTHS’ TEST SUBSCRIPTION COUPON 


The Investment and 
Business Forecast is THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York City. 


the only security advis- ee 
I enclose $75 to cover my test subscription to The Investment and 
ory service conducted Wire Business Forecast for the next six months. I understand that I 
Service 


am entitled to all of the privileges outlined above. 
by or affiliated in any Giant 
way with The Maga- 
zine of Wall Street. ~ ee 
(Wire me collect upon receipt of this coupon, 


* three to five stocks to buy at the market. 
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We offer 


MORTGAGE BANK 
OF DENMARK 


5% External Sinking 
Fund Bonds 
Due Dec. 1, 1972 


Price 9614, & Interest 
To Yield Over 
5.20% 


Circular on Request 


MCDONNELL & (CO. 


120 BROADWAY 
NEW YORK 
Members New York Stock Exchange 





- SAN FRANCISCO 











. — 


4 ‘N 
Wherever Uncle Sam’s Mail is delivered 





Rain or Shine — Winter or Summer 
The Mail Service Department of 


The F. H. Smith Company 


under the direction of highly trained, 
proficient correspondents and = invest- 
ment experts, functions, like every 
other department of this organization, 
for the benefit and protection of our 
clients who may be found in practically 
every part of the civilized World. 
The same prompt, personal and cour- 
teous attention is given your inquiries 
—-orders-—requests—by our Mail Ser- 
vice Department as though you called 
at one of our offices which are conven- 
iently located in important cities. 
For detailed information 
sign and mail attached coupon. 


“YAe FH.SMITH ©. 


“Founded 1873 
Smith Building, Washington, D. C. 
285 Madison Ave., New York City 
Branch Offices in — Chicago — and Other Cities 


Kindly send without obligation the history of 
your organization and information relative to 
SMITH SECURITIES. 

Name 
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San Francisco Stock and 
Bond Exchange 


Anglo & London Paris Nat. Bank 
Bancitaly Corporation 

Bank of Italy, new 

East Bay Water A Pfd 

Federal Brandes 

Great Western Power Pfd 

Key System Prior Pfd 

Los Angeles Gas Pfd 

Pacific Telephone & Tel, Pfd 
Pacific Gas & Elec 








Industrials and Miscellaneous 


Alaska Packers’ Assn 
California Packing 
California Petroleum 
Caterpillar Tractor, new 
Foster & Kleiser (cm) 
Hale Brothers 

Hawaiian Coml. Sugar 
Hawaiian Pineapple 
Home Fire & Marine 
Honolulu Cons, Oil 

Hunt Brothers Packing ‘‘A’’ 
Illinois Pacific Glass ‘‘A’’ 
North American Oil 
Parafine Common ... 
Richfield Cons, Oil ... 
Schlesinger A Common 
Shell Union Oil 

Southern Pacific 

Sperry Flour Common . 
Spring Valley Water . 
Standard Oil of Calif. 
Union Oil Associates.. 
Union Oil of California... 
Union Sugar Common..... 
Yellow & Checker Cab ‘‘ 
Zellerbach Corporation 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or 
may be, interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


-——1927 Last Sale 
High Low Nov. 23 
236 195 
125% 89% 
249% 171 

99 95% 

24% 
105% 


Div. Rate 


160 
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LAYING THE FOUNDATION 
FOR A SECONDARY 
INCOME 


(Continued from page 255) 








its maximum, $5,800. 

How long will it take us to reach 
our goal of $60,000 with an income of 
$3,600 a year? Table II contains the 
figures which answer this question. 
The answer is perhaps more clearly 
given when presented in graphical 
form as it is in Figure II. Yes, we, 
too, are surprised that we shall reach 
our goal in only seven years. 

Shall we retire in seven years? We 
haven’t thought much about retiring 
for both of us are still far on the sun- 
ny side of forty and we like our jobs. 
We shall probably remain in educa- 
tional work a few years beyond the 
minimum number necessary to reach 
our goal. Our capital would then be 


larger and we could accept a return 
lower than 6% with the resulting re- 
duction in risk. A secondary income of 
$3,600 a year will make possible many 
things. Most important of all, finan- 
cial independence will give us a sense 
of complete security. This sense of 
security grows, we find, in direct pro- 
portion to the increase in our sec- 
ondary income. Statistics tell us that 
only 5% of people past the age of 
sixty are financially independent. We 
intend to be among that 5%. 

Our plan for Financial Independence 
seems to me to be different from most 
others: First, it is a joint undertaking 
by two wage-earners; second, the 
standard of living does not rise with an 
increase in income; third, several items 
—automobile, theatre, country club, 
telephone, tobacco, maid—which occur 
in almost every other budget as “‘neces- 
sities” do not find a place in this plan; 
fourth, because of the elimination of 
certain unnecessary “necessities,” the 
ratio of savings to expenses is larger 
than that of most other plans. 
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MILLIONS AT STAKE ON 
PENDING INSURANCE 
REFORM 


(Continued from page 225) 
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insurance—another way of viewing 
“what insurance really costs.” A com- 
pilation has been made from the re- 
ports of 27 of the leading companies 
that have been in business for thirty 
years from 1897 to 1926, inclusive, and 
which today do well over three-quar- 
ters of the nation’s life insurance busi- 
ness. During these thirty years they 
collected 14,976 million dollars in pre- 
miums. In addition, they earned 5,122 
million from their invested assets, giv- 
ing them a total income for the entire 
period of 20,099 million dollars. Again 
we realize the scope of the life insur- 
ance business when we write in terms 
of twenty billions of dollars. 

Of this total amount received a little 
more than half—or to be exact, 10,945 
million dollars were paid back to pol- 
icyholders in death claims, surrenders, 
endowments, dividends and every other 
form of disbursements to policyholders. 
Part of this money received, however, 
was invested in reserves against the in- 
creased amount of insurance in force. 
The admitted assets of the companies 
on January 1, 1897, were 1,161 million 
dollars and increased to 7,023 million 
by January 1, 1927. The difference of 
5,826 million dollars in admitted assets 
were really accumulated for the benefit 
of policyholders as they are a guaran- 
tee fund for the present insurance in 
force. So we will credit this gain to 
the benefit of policyholders, and con- 
sider that they gained a total of 16,807 
million dollars directly and indirectly. 
On average from every $100 paid in 
premiums, a total of about $112 was 
gotten back over a period of thirty 
years in death claims, dividends, gains 
in reserves, endowments and every con- 
ceivable form of benefit. 


But how about the 5,112 million dol- 
lars, which the premiums of policy- 
holders that were invested in reserves, 
earned during this period? The major 
portion of this sum was dissipated as 
far as policyholders’ benefits were con- 
cerned. Where did the money go? And 
here again comes up the old familiar 
answer of “company expenses.” Pol- 
icyholders got their money back in 
some way, directly or indirectly; 
through death and prior to death; and 
a little more besides. But if a fair 
rate of return on their funds paid in 
were charged in addition to the princi- 
pal amount of the premiums paid in, 
the losses to policyholders would be in- 
creased by several more billions of dol- 
lars. Leaving individual cases out of 
the question (which proved nothing 
anyhow), these facts give the real 
answer to the much quoted allegation 
that “life insurance costs nothing.” 

In the chart on page 223 is shown 
the twenty-year trend of the three items 
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New York Stock Exchange 

New York Cotton Exchange 

New York Produce Exchange 

New York Coffee & Sugar Exchange 
New York Rubber Exchange 

New York Curb Market 

Chicago Board of Trade 

Chicago Stock Exchange 





Boston Stock Exchange 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 

Salt Lake City Stock Exchange 
Los Angeles Stock Exchange 
Montreal Board of Trade 
Pittsburgh Stock Exchange 
Duluth Board of Trade 


San Francisco Stock and Bond Exchange 
PARTNERS: 


Benj, B. Bryan 
Louis V. Sterling 
James T,. Bryan 
Ben. B, Bryan, Jr. 


LOS ANGELES 
686 So, Spring St. 
Biltmore Hotel 


HOLLYWOOD 
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SAN FRANCISCO 
Financial Center Bldg. 
Crocker Bldg. 
SANTA BARBARA 
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J. J. Bagley 

E. Vail Stebbins 
B. L. Taylor, Jr. 
Harry L. 


Parker M. Paine 
William £. Kane 
R. C. Jenkins 
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Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


42 Broadway, New York 
Bankers Bldg., Chicago 
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Congress Hotel 
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condition . 
cost. 


93,000 square feet including garage . 
. at approximately half replacement 


What an Opportunity 
For Some Manufacturer 


One of the best built plants in the United States . . . 


. in perfect 


Reinforced concrete construction. Fireproof. Heavy 


floor load. Daylight on all four sides. 
new. Occupied only one year. 
facturing textiles, shoes, ice cream, cigars, ete. On 
concrete highway. Private railroad siding. 

82 miles from New York, 48 from Philadelphia. 


. low power rates . 


Cheap coal . 
from artesian wells. 


Clean, modern city 
good labor market . 
executives. 


Low price . 


years . 
ble party. 





. low overhead . 
depreciation only one-half of 1% for the first 20 
. owners themselves will finance responsi- 


Owned by original builders . 
firm with national reputation. 
vited from Principals or Agents. 


Practically 
Suitable for manu- 


- pure water 


95,000 population 


. ideal living conditions for 


. low taxes . . 


. large construction 
Correspondence in- 


Box 85, The Magazine of Wall Street, 
42 Broadway, New York City 
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MONEY 


Can be withdrawn 


if needed for emergency 
When invested in 


Demand Bonds 


They pay 8% interest and payable 
quarterly by a coupon attached to 
be cashed thru any bank like a 
check. 

Our folder on request giving full 
information. 


ORLANDO LOAN & 
SAVINGS COMPANY 


Under Supervision of State Banking Dept. 

Wall Street Orlando, Florida 

G. H. Strickland A. L. York 

President Vice-Pres. 
Ben O’Bannon Secy-Treas. 



































8% on Monthly Savings 
8% on Fully Paid 
Certificates 


in amounts from $50.00 to $5,000.00 
withdrawable on thirty days’ notice. 
Secured by First Mortgages on 
Homes not to exceed 60% of valu- 
ation. 


ALABAMA MUTUAL BLDG. & 
LOAN ASSOCIATION 
2012 Fourth Avenue, Birmingham, Ala. 
Under Supervision State Banking Debt. 
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CERTIFICATES 
FULL PAID 


T% 


Dividends Payable July 1st and 
January Ist 
Instalment and Prepaid Certificates 
Are participating and are earning 


lo » 
Under State Supervision, and re- 
quired by law to invest all funds 
in First Mortgage Notes on im- 
proved real estate. 

Located at El Paso, Texas, where 
real estate values are not inflated. 








People’s Building & Loan Association 
Authorized Capital $15,000,000 
205 No. Oregon El Paso, Texas 
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Oklahoma 





TWO HUNDRED THOUSAND 
DOLLARS IN DIVIDENDS 
were paid to our investors July 1, 1927. At 
that time. our Seventeenth Semi-annual Report 
was published and distributed to all investors, 
borrowers and friends. rial 
If interested in a safe, sure, conservative in- 
vestment, send us your name and address, 


Ponca City Building & Loan Co. 
Masonic Bldg., Ponca City, Oklahoma. 


that determine the net cost of life in- 
surance premiums in the long run. In 
the case of two of these items the trend 
is favorable. Mortality costs are de- 
creasing, as the result of improved 
health conditions, education, modern 
safeguards against sickness and death, 
and careful selection of the better life 
risks by the medical staffs of the in- 
surance companies. The second item 
of investment return also shows a sat- 
isfactory trend from the standpoint of 
the companies as the result of financial 
conditions generally that are beyond 
the control of the companies. In the 
medical and investment divisions of the 
business, the companies have an ex- 
emplary record to point to for good 
management and efficiency. The finan- 
cial experts who are responsible for the 
placing of the huge sums of the compa- 
nies’ funds at work in mortgages and 
securities are notably sagacious and 
generally are credited with obtaining 
the best possible advantage consistent 
with safety in the use of these billions 
of dollars of invested assets. 


Had the item of company expense 
(the trend of which is indicated in the 
third line) remained stationary during 
the period shown, it follows that the 
net cost of premiums today would be a 
good deal lower than they now stand. 
And, had the trend of “costs” been as 
favorable as the other two items, due 
to the savings that one might expect 
from such a tremendous expansion of 
the business, then policyholders would 
be paying many millions less today, both 
in net rates as well as the “actual cost” 
of life insurance. It is this last item 
that Mr. Montgomery has placed under 
the scrutiny of his fellow life insurance 
executives and which the wide-awake 
men in the business are now analyzing 
carefully. 

Mr. Montgomery attributes a consid- 
erable portion of the present heavy “in- 
surance expense” to practices in vogue 
with the agency system of selling life 
insurance. In his comments the follow- 
ing criticisms were brought forth: 


* * * * 


“We all know that the first and great 
element of expense of management in 
life insurance is in the field, in the ac- 
quisition of the business. So long as 
the companies as a whole have as their 
standard volume of paid-for business, 
instead of net gain, this will always be 
hardest to control.” 


* * * * 


“In any well-regulated and efficient 
business where economy is practiced 
and waste eliminated, an employee is 
required to perform a specific task, to do 
a certain amount of work, to retain his 
position. The lazy, the inefficient, the 
drone, is eliminated. Life insurance 
business seems to be the exception.” 


ie a ee 


“Agency contracts as a whole are 
based on a percentage of the first year’s 


premium and a renewal or percentage 
for a limited number of years on each 
policy that renews, and this renewal or 
percentage is oftentimes paid whether 
or not the agent continues in the em- 
ploy of the company, whether he ren- 
ders any service or performs any work 
to earn it. Under such a system an 
agent has little to lose whether a policy 
renews or not. If the policy renews, 
he gets his renewal fee on it; if it does 
not his loss is small and he is liable to 
figure that the time spent in renewing 
a policy is wasted, because he could go 
out and write a new one while he is 
trying to reinstate an old one and get 
a much larger compensation therefor.” 


*x* * %* * 


“On the other hand (after referring 
to the large body of efficient and con- 
scientious agency men) a large number 
of men come into the business simply 
as a means to anend. Some are talked 
into it; some are coaxed or subsidized, 
as it were, into it through advances in 
one form or another; and some come 
into it because they feel they can worl 
as they please and make an easy liv- 
ing. ... They will twist policies from 
one company to another, regardless of 
the loss to the individual, and sell 2 
policy to a man whether or not it fits 
his needs. It costs the company far 
more to supervise these men than it 
does the real worker. They do not 
study the business, consequently when 
they go out to sell a policy tc a man 
they are unable to render him proper 
service. The business that they bring 
to the company generally costs more 
than it is worth.” 


* * * * 


Mr. Montgomery makes it clear in 
the body of his address that he has no 
intention in these references to add to 
the load of abuse that is frequently the 
lot of the life insurance agent, in song, 
stage and folklore of American life. 
Except for the inefficient types which 
he heavily scores, he gives due credit to 
the worth and standing of the large 
body of field men for their remarkable 
service to the business and the public. 
It is the basis on which these men are 
compensated by the companies that he 
criticizes in a purely constructive man- 
ner and offers to his fellow executives 
definite suggestions which may bring 
radical changes in life insurance meth- 
ods, and which both the business and 
the public may benefit tremendously 
from, if universally adopted. 

Lapses of policies is the second im- 
portant element which comes up for 
consideration in the current discussion 
of life insurance costs. This factor is 
one in which the attitude and education 
of the public plays a very prominent 
role. Policy lapses and surrenders re- 
sult from many different causes, some 
within the control of: the companies and 
their agents and a good many beyond 
the control of anything but Destiny 
and policyholder’s ignorance of life in- 


(Please turn to page 302) 
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Building & Loan ‘Adeddiations 


We will be glad to answer questions regarding the protection afforded to investors in Building 
& Loan Associations by the laws and regulations of the states in which they are located, 
Address Building & Loan Ass’n Dept., c/o The Magazine of Wall Street, 42 Broadway, 
New York City 
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This Company has the proud 
record of not —— a ; 66 
dollar, not having foreclose 
a mortgage, has always met Now ...I can drop my 
safety withdrawals a any and o 
é has always paid 8 per cent 
dividends, payable 2 per cent, quarterly. too & Bee pic up 
We do not employ solicitors nor — a 99 
membership fee on investments with us. 
\ll stock is non-assessable and is sold at my playthings! 
par and redeemed at par plus earned 
dividends. 
ember “League of Florida Building and Loan Associations” The boy in every HAT is no dream! More men 
Member ‘‘U. S. League of Local Building and Loan the and women than you realize are 


Associations” man, human becoming independent of the daily 
Member ‘American Savings, Building and Loan Institute’ grind at middle age or later. To 


wie ie - b eins rather than ies rent i = through 
. 31, 1922, ,608. . awa properly invested funds means eman- 
MCH. 31, 1923, $272,463.58 the machine , cipation from the two-frequent ennui 

MARCH 31, 1924, $500,130.44 SPEAKS! of one’s vocation and the opportunity 

MARCH 31, 1925, $750,097.74 to pursue a long-cherished avocation. 
MARCH 31, 1926, $1,208,168.28 Assets \ 
SEPT. 30, 1927, $1,810,083.11 $29,492.63 When a West End Building and 


98,259.16 Loan shares investment can net $2,000 


Authorized Capital $5,000,000 328938 30 —or 7% —on $10,000, in 34 months; 
Applications for loans far oxceed our available 920,433.63 and when one can do this repeatedly 
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718,011.73 
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Certificates 
An Attractive Investment 


1—National Cash Credit Ass’n is a 
holding Company with 9 subsidiary 
companies having 34 offices in 7 
States. 

2—N.C.C.A. Certificates of Indebted- 
ness are a direct obligation against 
the entire assets of the Association. 


3—There are over 5,000 holders of 
N. C. C. A. Securities. 

4—They are redeemable on demand at 
any time after one year. 

5—Carrying interest at the rate of 8%, 
your investment doubles in 9 -years. 


6—They are issued in sums of from 
$25,000 down to $25.00. 


7—Interest can be drawn monthly which 
enables you to re-invest funds 
promptly or meet monthly expenses. 


8—The Association has shown consist- 
ent growth and substantial increase 
in profits every year. 


We invite you to call at our 
office, or, if more convenient, 
mail coupon asking for circular 94. 


141 Broadway 
New York 


eee meee reese reer seseeesesese 


[| Please send booklet 94 











KEEP POSTED 


“INVESTING FOR SAFETY’’— 
The newrst publication of 8. W. Straus & 
Co., 565 Fifth Ave., New York City, de- 
scribes in detail the methods followed by 
this organization in underwriting first mort- 
gage real estate bond issues. Send for your 
free copy 217. 


CONSISTENT INVESTMENT SUCCESS 
The sound investment principles followed by 
the Brookmire Service and the adaptability 
of these principles to the requirements of 
every investor, large or small, is described 
briefly in this int»resting booklet. Send for 
your free copy 413. 


MAKING PROFITS IN SECURITIES 


Are you profiting by the major and also the 
minor swings of the market? If not, you 
will be interested in the above booklet is- 
sued by a leading financial service in New 
York City. Ask for your free copy 377. 


WHEN EXPERTS DISAGREE 


The Weighted Average used by a leading 
financial service is bound to give you the 
true conditions of the market. If interested 
in the market, you will want to receive 
your free copy of the above mentioned book- 
let. Ask for 435. 


A FIXED INVESTMENT IN AMERICAN 

PROSPERITY 
The common stocks of the leading railroads, 
utilities and industrials underlie the Fixed 
Trust shares of the American Basic-Business 
Shares Corporation, one of the leading In- 
vestment Trust compunies. Send for your 
free copy 4386. 
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surance. But whatever the cause, it isa 
fact that while the paid-for business ob- 
tained by- the old-line companies last 
year amounted to eleven billion of dol- 
lars, the net gain was less than five 
billions. 

New business is very expensive, in 
comparison to old business in force. It 
is variously estimated that it cost from 
five to ten times as much to write a 
new policy as it does to maintain the 
old policies in force. The latter ratio 
is one officially recognized by the In- 
surance Department of the State of 
Connecticut in its actuarial principles. 
Furthermore, it is estimated that the 
time when lapses are greatest is at the 
end of the first or second year that the 
contract is in force. When it is realized 
that the companies actually gained less 
than fifty per cent of the new business 
they paid for, the importance of this 
item in insurance costs is significant. 

A conservative estimate of around 50 
million dollars is given as the cost of 
lapsed insurance last year which had no 
surrender value. Policyholders ob- 
tained no value from this wasted asset 
beyond temporary protection that 
should have cost a mere fraction of this 
sum. The companies made little gain 
because of the cost of new policies. If 
the insurance buying public wants 
cheaper insurance it must do its share 
toward that end. 

In conclusion, Mr. Montgomery states 
the opinion that life insurance costs 
could be lowered for the mutual good 
of the business and the public and 
without stunting its growth. “One of 
the things that contributes most to its 
cost, and at the same time contributes 
most to prevent any reduction of it,” 
he says, ‘“‘is the mad rush for business; 
the competition between the companies 
for volume of paid-for business.” 

But would the companies continue to 
get as much business if they paid less 
for it? Without replacements of new 
policies, life insurance in force has an 
inherent tendency to shrink through, 
maturities of contracts and pre-ma- 
turity lapses. And it is on this ques- 
tion that Mr. Montgomery’s critics in 
the business take their stand. It goes 
without saying that life insurance is a 
profession that must continue to at- 
tract a high type of men, if it is to con- 
tinue to flourish and be soundly man- 
aged. And to continue to attract high 
calibre men it must pay them well. 
What life insurance protection contrib- 
utes to the public welfare is more im- 
portant, in a sense than merely the cost 
per thousand dollars of insurance in 
force. Costs cannot be over-empha- 
sized if such emphasis will tend to re- 
tard its growth and prosperity. 

But there is another factor in life 
insurance which it appears that both 
Mr. Montgomery and his supporters on 
one side and his critics within the pro- 
fession on the other side seem to over- 
look. This factor is the desirability of 
life insurance from an _ investment 
standpoint. As costs are lowered, life 
insurance becomes a more attractive in- 
vestment. When policyholders can get 








both a return of their premiums plus 
a fair portion of the investment income 
from their premiums, a new field will 
be open to these companies, the surface 
of which they have barely scratched in 
the investment policies offered today. 

Insurance companies serve the com- 
munity both by alleviating the suffer- 
ing and distress of sickness and death 
and also by offering a medium of in- 
vestment profits through the enforced 
savings of a life insurance policy. Just 
as the investment trusts in Europe 
serve the savings requirements of a 
wide group of investors, so the insur- 
ance companies would appear to have 
an opportunity for service on this side 
of the Atlantic. But it is largely on 
the problem of costs that their success 
in this field will stand or fall. 





“KATY” KEY OF LOREE PLAN 
(Continued from page 241) 














Houston, Texas, the property offers an 
attractive traffic supply and through 
line for a system which is to take in 
the southwestern territory. This posi- 
tion renders it the key property in the 
Loree plan. As the matter now stands 
the Interstate Commerce Commission 
is on record as disapproving in detail, 
but, according to reports, not neces- 
sarily in principle, a plan which con- 
templates the unification of a system 
the principal units of which would be 
the Kansas City Southern Railway, 
St. Louis Southwestern Railway and 
Missouri-Kansas-Texas. Kansas City 
Southern now own 350,000 of the 807,- 
384 shares of common stock of “Katy” 
as well as 135,000 shares of the 198,- 
937 shares of preferred and 20,000 of 
the 163,561 shares of common stock of 
St. Louis Southern. It is generally un- 
derstood that further efforts will be 
made to formulate a plan of consolida- 
tion of these roads which will meet the 
approval of the commission, but in any 
event the possibilities in this direction 
lend a distinctly favorable speculative 
aspect to the “Katy” equity issues. 
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INVESTORS GUIDE 


This booklet will lead you to complete in- 
vestment satisfaction and service wherever 
you live. Write today for your free copy 
issued by one of the oldest first mortgage 
real estate houses. Ask for 438. 


MAKING MONEY IN STOCKS 


If you are interested in the stock market 
you will enjoy reading the recent book pub- 
lished by the Investment Research Bureau. 
It describes in detail the Bureau's Financial 
Service, and will be mailed to you free upon 
request together with current stock market 
and special reports. Ask for 425. 

THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to judge 
the market more accurately. Sent for three 
months without charge. (290) 

PORT NEWARK 
This booklet gives a most comprehensive 
description, not only of the Port of Newark, 
but also of the trading territory immediate- 
ly adjacent to it. It is well worth reading 
for the information it contains. Ask for 
your free copy 410. 
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Printing Financial Notices 

















aat——— 
@ LITHOGRAPHED 
LETTERHEADS 
$1.25 per 1000 


IN LOTS OF 50,000 


Reorganization of 


The Servel Corporation 


and Subsidiaries 











25,000 at $1.50—12,500 at $1.75 or 

6,250 our Minimum at $2.25 ‘per 1000 

Complete—Delivered in New York 
ON OUR 20 LB. WHITE 
PARAMOUNT BOND 

A Beautiful, Strong, Snappy Sheet 

HIGHEST GRADE ART WORK AND ENGRAVINGS 

GEO. MORRISON COMPANY 

552 West 22nd St. New York City 

SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 























Business Opportunities 





OLD COINS BOUGHT AND SOLD. 
Rare Coin Book, 65¢. 700 illustrations, 
Send 10¢ for Coin collecting booklet. 
GUTTAG BROS., 16 Exchange Place, 
New York. 





Dividends and Interest 


CRANE Co. 


Dividend Notice 

At a meeting of the Board of Directors 
November 16th a quarterly dividend of 
one and three-quarters per cent (1%%) 
on the Preferred Stock and one and one- 
half per cent (142%) on the Common Stock 
was declared, payable December 15, 1927 
to. Stockholders of record December 1, 


1927. 
E,.P. BISHOP, 
Secretary. 





November 16, 1927. 


Union Carbide and Carbon 
Corporation 
A cash dividend of One dollar and fifty 
cents ($1.50) per share on the outstanding 
capital stock of this Corporation has been 
declared payable January 2, 1928, to stock- 
holders of ag the close of business 
WILLIAM M. BEARD, 
Treasurer. 





December 5, 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared 
a distribution of $1.00 per share on the 
Company’s 40,000 shares of capital 
stock without nominal or par value, pay- 
able on December 15, 1927 to stockholders 
of record at the close of business on 
December 1, 27. 

Stockholders will be advised later as 
to what portion of said distribution is 
from Free Surplus and what from Re- 
serve for Depletion. 

H, F. J. KNYBLOCH, Treasurer. 





There has been subjected to — and Agreement of Reor- 


ganization dated September 27 


Of the claims shown by the August 4, 1927 balance sheets 
The Servel Corporation—over 90% in amount 
The Servel Manufacturing Company—over 85% in amount 


Of stock 


The Servel Corporation Common Stock—over 50% 
The Servel Manufacturing Company—over 99% 
The said Plan and Agreement of Reorganization has been 


operative. 


In view of the anticipated consummation of the Plan at an 
early date no extension will be made of the time for deposits under 
Further deposits under the Plan will be received only 
in the discretion of the Committee and it reserves the right to 
refuse deposits and/or to cease receiving deposits without notice. 
To the extent that additional stock of The Servel Corporation 
and of The Servel Corporation of New York is received on 
deposit, depositors thereof will be required to pay at the time of 
deposit, in addition to the instalments then due in respect thereof, 
interest thereon at the rate of 6% per annum. 


the Plan. 


Dated, November 21, 1927. 


cE ==. Secretary, 
Broad 


GEORGE W. DAVISON 

NICHOLAS F. BRADY 

MURRAY H. COGGESHALL 

CHARLES M. KITTLE 

ALBERT H. WIGGIN 
Committee. 

















Dividends and Interest 


Dividends and Interest 








Canadian Pacific Railway 


Company 
Dividend Notice 
At a Meeting of the Board of Directors 
held today a dividend of two and one-half 
per cent on the Common Stock for the 
quarter ended 30th September last, was 
declared from railway revenues and Special 
Income, payable 31st December next, to 
shareholders. of record at three p. m. on 
lst December, next. 
By order of the Board, 
ERNEST ALEXANDER, Secretary. 
Montreal, 14th November, 1927. 


DECEMBER 38, 1927 














ARMOUR 25 COMPANY 
ILLINOIS 
The quarterly dividend of $1.75 a share 
on the preferred stock has been declared 
by the Directors, payable Jan. 2, 1928, to 
stockholders of record Dec. 10, 1927. 








ARMOUR &5 COMPANY 
OF DELAWARE 
The quarterly dividend of $1.75 a share 
on the preferred stock has been declared 
by the Directors, payable Jan. 2, 1928, to 
i. of record Dec. 10, 1927. 








W. P. HEMPHILL, Secretary. 




















E. I. DU PONT DE NEMOURS & COMPANY 
Wilmington, Del., November 21, 1927. 


The Board of Directors has this day 
declared a regular dividend of $2.50 per 
share and an extra dividend of $0.50 
(Fifty Cents) per share on the outstanding 
no par value common stock of this Com- 
pany, payable December 15, 1927 to stock- 
holders of record at the close of business 
on December 1, 1927; also an extra divi- 
dend of $3.75 per share on the outstanding 
no par value common stock of this Com- 
pany, payable January 4, 1928 to stock- 
holders of record at the close of business 
on December 1, 1927; also dividend of 144% 
on the outstanding Debenture Stock of 
this Company, payable January 25, 1928 
to stockholders of record at the close of 
business on January 10, 1928 

CHARLES COPELAND, Secretary. 


Associated Gas and Electric 
Company 


61 diaaiiade: New York 


Dividends 
The Board of Directors has declared 
the following quarterly dividends pay- 


able January 1 to holders of record 
November 30, 1927: 


Dividend No. 24 


Original Series Preferred Stockh— 
8714c per share in cash or 2.47/1 00ths 
of a share of Class A Stock for each 
share of Preferred Stock held. 


Dividend No. 10 


$7 Dividend Series Preferred Stock— 
$1.75 per share in cash or 4.32/100ths 
of a share of Class A Stock for each 
share of Preferred Stock held. 

The stock dividend is equivalent to 
approximately $4.29 per share per an- 
num for the Original Series as com- 
pared with the cash dividend of $3.50 
per share, and $7.52 per share per 
annum for the $7.00 Dividend Series 
Preferred Stock. 


M. C. O’KEEFFE, Secretary. 














‘The Johnsons 
are 


one family 
their 
lamp post 


is another! 


The Johnsons—an average iamily— 
use about 365 kilowatt-hours of elec- 
tricity per year. In front of their house 
isa 400-candlepower street lamp which 
also uses about 365 kilowatt-hours per 
year. As far as the light and power 
company is concerned, the Johnsons 
and the lamp are customers of equal 
size—every lamp post is a “family.” 


And the lamp post “families” served 
by power and light companies are 
rapidly increasing. For cities are just 
beginning to realize that dark streets 

fj. | ave a menace. 


The average city today spends on 
street lamps about one seventh as 
much as it should spend to get ade- 
quate illumination. 








St. Louis is now investing $8,000,000 in street lighting, 

using all Westinghouse equipment. This is an indication 

of how cities are tackling their street-lighting jobs. 7 2 

Westinghouse is the only manufacturer that can furnish 

under its own name and trade-mark all the equipment 

entering into a street-lighting installation, from the 
generator to the Mazda lamp. 


WESTINGHOUSE ELECTRIC & MFG. COMPANY 
Offices in All Principal ‘Cities 
Representatives Everywhere 














WESTINGHOUSE 
ELECTRIC 


ECONOMIC TRENDS IN THE ELECTRICAL INDUSTRY 
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